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EXECUTIVE SUMMARY 

Arizona Water Company (“AWC” or “Company”) is a Class A public 
service water corporation. Currently, the Company serves approximately 
84,800 customers. AWC is comprised of eleven separate operating 
systems that are organized into three different geographical groups: 
Northern, Western and Eastern. AWC filed a general rate application with 
the Arizona Corporation Commission (“ACC” or “Commission”) on 
August 1, 2012 for its Northern Group, utilizing a test year ending 
December 31, 201 1. The Commission found the application sufficient and 
filed a Letter of Sufficiency on August 30, 2012. 

The Company’s Northern Group is comprised of the Navajo system 
(Lakeside and Overgaard) and the Verde Valley system (Sedona, 
Pinewood and Rimrock). The Northern Group serves approximately 
19,700 customers in Yavapai, Coconino, and Navajo counties. AWC is 
requesting adjustments to rates and charges for utility service in each of 
the Northern Group’s water systems. AWC’s rate application uses a test 
year ending December 31,201 1, and it requests an increase in revenue of 
$2,829,974, a 27.95 percent increase. 

In addition, AWC proposes full rate consolidation of the Sedona water 
system with Pinewood and Rimrock of the Verde Valley water system. 
Authorization is requested to continue the arsenic cost recovery 
mechanism (“ACRM”), as authorized in Decision No. 66400, for the 
Sedona and Rimrock facilities of the Verde Valley water system, and to 
extend the mechanism to the Navajo system as well. Authorization is 
requested to implement a Distribution System Improvement Charge 
(“DSIC”), to implement an Off Site Facilities Fees of $1,100 or more for 
new service connections and to continue the Monitoring Assistance 
Program (“MAP”) surcharge previously authorized for the Northern Group. 

The Company’s gross revenue increase requests by system and RUCO’s 
proposed amounts are as follows: 

AWC Requested RUCO 
System 
Navajo 

Increase Percent Recommended Percent 
$4,373,361 21.65% $4,025,49 1 9.87% 

Verde Valley $8,581,072 31.41 % $7,922,965 20.18% 

AWC requests a 9.1 1 percent rate of return on the fair value rate base 
(“FVRB”) on the Northern Group systems, while RUCO recommends an 
7.81% rate of return The FVRB as identified by the Company and 
RUCO’s recommendation is shown as follows: 
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COMPANY PROPOSED 

SYSTEM FVRB 

Navajo $ 9,911,050 

Verde Valley $26,134,793 

RUCO’s PROPOSED 

FVRB 

$9,227,096 

$25,528,427 

RUCO’s Chief of Accounting and Rates, William A. Rigsby, will address 
the recommended cost of capital, as well as other requests of the 
Company, such as a continuation of the ACRM and its extension to the 
Navajo system, the distribution system improvement charge (‘‘DSIC’’) and 
the Company-proposed off-site facility fees. RUCO witness, Robert B. 
Mease, will provide testimony on RUCO’s recommended rate design. 
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NTRODUCTION 

1. 

4. 

2. 

4. 

Q. 

A. 

Please state your name, position, employer and address. 

My Name is Jorn L. Keller. I am a Public Utilities Analyst V employed by 

the Residential Utility Consumer Office (“RUCO”) located at 1110 W. 

Washington, Suite 220, Phoenix, Arizona 85007. 

Please state your educational background and qualifications in the 

utility regulation field. 

Appendix 1, which is attached to this testimony, describes my educational 

background, work experience and regulatory matters in which I have 

participated. In summary, I joined RUCO in November of 2012. I 

graduated from Kansas State University with a degree in Political Science 

and from the University of Phoenix with an MBA. My years of work 

experience include employment as a Tax Analyst for the Arizona 

Department of Revenue and as a Compliance Auditor for the Arizona 

Department of Transportation. 

Please state the purpose of your testimony. 

The purpose of my testimony is to present RUCO’s recommendations 

regarding Arizona Water Company’s (“AWC” or “Company”) Northern 

Group’s Application for a determination of the current fair value of its utility 

plant and property and for a permanent increase in its rates and charges 

for utility service. The test year utilized by the Company in connection 
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with this Application is the 12-month period that ended December 31, 

201 1 (Test Year). 

Q. 

4. 

How many and which systems are in the Company’s Northern 

Group? 

There are two systems in the AWC’s Northern Group: Navajo and Verde 

Valley. The Navajo system consists of the previously consolidated 

Lakeside and Overgaard systems. The Verde Valley system is comprised 

of the previously consolidated Pinewood and Rimrock systems and the 

partially consolidated Sedona system. The Sedona system retains 

separate rates. 

BACKGROUND 

Q. 

A. 

Please describe your work effort on this project. 

I reviewed financial data provided by the Company and performed 

analytical procedures necessary to understand the Company’s filing as it 

pertains to operating income, rate base, and the overall revenue 

requirement for each system in the Northern Group. MY 

recommendations are based on these analyses. Procedures performed 

include the in-house formulation and analysis of the aforementioned data, 

the review and analysis of the Company’s responses to Commission and 

Staff data requests and the review of prior ACC dockets related to AWC’s 

Northern Group and other groups of the Company. RUCO’s participation 
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in this proceeding is the cumulative effort of three RUCO witnesses: 

myself, Jorn L. Keller, William A. Rigsby and Robert B. Mease. I am 

responsible for the rate base and operating income and expense 

adjustments that determine RU CO’s reven ue requirement 

recommendations. RUCO’s Chief of Accounting and Rates, Mr. Rigsby, 

will present separate testimony on policy related issues and RUCO’s cost 

of capital recommendation. Mr. Mease is responsible for designing rates 

for all of the systems and will present RUCO’s rate design testimony. 

3. 

4. 

Please identify the exhibits you are sponsoring. 

I am sponsoring schedules for the Northern Group systems numbered 

JLK-1 through JLK-18. Schedules are provided for each of the systems 

including Navajo (Lakeside and Overgaard) and Verde Valley (Sedona, 

Pinewood and Rimrock). 

SUMMARY OF DIRECT TESTIMONY 

Q. 

A. 

Please provide a summary of the Company’s filing for each of the 

systems in the Northern Group. 

The Company is proposing a fair value rate base (“FVRB”) of $36,045,843 

for the Northern Group and a 9.11 percent rate of return on the FVRB. 

For ratemaking purposes, the Company has elected not to perform a 

reconstruction cost, new less depreciation, study, and it is using its original 

3 
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cost rate base (“OCRB”) as it’s FVRB. The FVRB for each of the Northern 

Group systems as filed by the Company: 

Svstem FVRB 

Navajo (Lakeside and Overgaard) $9,911,050 

Verde Valley (Sedona, Pinewood 
and Rimrock) $26,134,793 

$ 36.045.843 

The Company also proposes an adjustment in rates that will increase 

operating revenues by $2,829,974 or a 27.95% percent overall increase 

from the test year for the Northern Group: 

Proposed Increase 
Opera tin g From Percentage 

Svstem Revenue Test Year Increase 

Navajo !§ 4,373,361 !§ 778,281 21.65 % 

Verde Valley $ 8,581,051 !§ 2,051,475 31.42 % 

$ 12.954.412 $2.829.974 27.95 % 

LATE BASE ADJUSTMENTS -SUMMARY 

Q. 

4. 

Q. 

A. 

Has RUCO recommended adjustments to the rate base for the 

systems in the Northern Group? 

Yes, RUCO has recommended several adjustments to the rate base as 

filed by the Company. 

Can you please summarize RUCO’s rate base adjustments and 

recommendations related to the Company’s filing? 

Yes, in summary, adjustments to the rate base that RUCO 

recommends include the following: 

4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Xrect Testimony of Jorn L. Keller 
irizona Water Company 
locket No. W-01445A-12-0348 

RUCO Rate Base. Aiustment # I  - Post Test Year Plant 

RUCO recommends an adjustment to reflect reductions in the value of 

post-test year plant. In AWC’s Application, the Company estimated the 

cost of post-test year plant additions. When the final costs of the plant 

additions were determined, adjustments were necessary to reflect their 

actual costs. The final adjustments decreased the rate base in the Navajo 

and Verde Valley systems by $463,187 and $233,057 respectively. 

RUCO Rate Base Adiustment #2 - Change in Cash Workinn Capital 

This adjustment reduces the cash element of the working capital 

allowance requested by the Company for each of the Northern Group’s 

systems as follows: 

Working Capital 

System Inc./Dec. 

Navajo (Lakeside and Overgaard) ($220,768) 

Verde Valley (Sedona, Pinewood and Rimrock) ($373,298) 

Total Reduction I$594.066); 

IPERATING INCOME ADJUSTMENTS - SUMMARY 

Q. Has RUCO recommended adjustments to the operating income 

requested by the Company for the systems of the Northern Group? 

A. Yes, RUCO has recommended several adjustments to the operating 

income filed by the Company. 

5 
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2. 

4. 

Please summarize RUCO’s operating income adjustments in your 

testimony . 
In summary, the adjustments to operating income that RUCO is 

recommending are as follows: 

RUCO Operating Adiustment # I  -Transmission and Distribution Expense 

Normalization Adiustment - RUCO recommends a reduction in the 

Northern Group’s normalization of Transmission and Distribution Expense. 

RUCO believes the methodology utilized by the Company to calculate the 

adjustment does not provide sufficient justification to support the 

adjustment. The number of years used in the calculation is inappropriate. 

RUCO’s adjustments decreasing Transmission and Distribution Expense 

for each system are as follows: 

Navajo $ 40,077 

Verde Valley $ 40,585 

RUCO Operatinq Adjustment #2 - Rate Case Expense - This adjustment 

reflects RUCO’s recommended level of Rate Case Expense to be 

amortized over three years. RUCO’s adjustment is the amount deemed 

reasonable by the Commission for the Northern Group in the prior rate 

case and with an adjustment for inflation. This adjustment decreases 

Rate Case Expense for each system as follows: 

Navajo $ 18,743 

Verde Valley $ 11,725 
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RUCO Operating Adjustment #3 - Fleet Fuel Expense - The Fleet Fuel 

adjustment is an attempt to smooth the fluctuating costs per gallon of 

gasoline and to arrive at an accurate test year cost. RUCO’s data source’ 

is the United States Energy Information Administration’s average price for 

the months of January, 2012 through December, 2014. The price of 

gasoline has trended downward since the Company’s initial filing. The 

use of a three year average produces an accurate fuel price for the test 

year. The adjustment decreases Fleet Fuel Expense for each system as 

follows: 

Navajo $ 134 

Verde Valley $1,378 

RUCO Operating Adjustment #4 - Miscellaneous Expense - This 

adjustment removes certain expenses related to civic/service club dues, 

service awards associated with the year-end service award banquet, and 

50 percent of water association fees. It is RUCO’s opinion that these 

expenses should be paid by the Company not the ratepayers. This 

adjustment reduces administration expenses as follows: 

Navajo $ 4,872 

Verde Valley $ 4,743 

RUCO Operating Adiustment #5 - Depreciation Expense - The 

depreciation adjustment calculates Depreciation and Amortization 

U. S. Energy Information Administration Short Term Energy Outlook. 1 

7 
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Expense based on RUCO’s recommended plant levels, including the 

Phoenix Office and Meter Shop. Depreciation Expense is adjusted for 

reductions or increases in utility plant in service, namely post-test year 

plant. Adjustments made by RUCO are as follows. 

Navajo $1 0,434 

Verde Valley $ 6,159 

RUCO Operating Adiustment #6 - Declining Usage - The declining usage 

adjustment reduces operating income and expense for an anticipated drop 

in customer usage due to conservation and other causes. RUCO believes 

that this element is not known and measurable. In that regard, RUCO 

removed all adjustment for declining usage. Adjustments are as follows: 

Revenue Expense 

Navajo $68,751 $15,249 

Verde Valley $63,203 $30,567 

$131,954 $45,816 

RUCO Operating Adiustment #7 - Property Tax Expense - This 

adjustment calculates property tax expense based on a modified Arizona 

Department of Revenue (“ADOR”) formula that has been adopted by the 

Commission in prior rate cases. The adjustment to Property Tax Expense 

for each system is an increase as follows: 

8 
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Navajo $2,306 

Verde Valley $ 2,178 

RUCO Operating Adiustment #8 - Income Tax Expense - This adjustment 

calculates the appropriate level of Income Tax Expense given RUCO’s 

recommended operating income. The adjustment to Income Tax Expense 

for each system is an increase as follows: 

Navajo $54,906 

Verde Valley $44,504 

REVENUE REQUIREMENTS 

Q. 

A. 

Please summarize the results of RUCO’s analysis of the Company’s 

filing and state RUCO’s recommended revenue requirements for the 

Northern Group systems. 

RUCO recommends the following revenue increases or (decreases): 

System Rev. Increase Pct. Increase/(Decrease) 

Navajo $ 361,659 9.87 % 

Verde Valley $i 1,330,169 20.18% 

1 16 50 % 
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3ATE BASE ADJUSTMENTS 

3. Does RUCO recommend changes to the Company’s proposed rate 

base? 

Yes. RUCO analyzed the Company’s rate base adjustments to the test 

year and made adjustments to the rate base as filed by the Company. A 

summary and analysis of RUCO’s adjustments is presented on the 

following pages. 

4. 

Rate Base Adjustment # 1 Post Test Year Plant 

Q. 

A. 

Did RUCO make adjustments related to post-test year plant additions 

included in the rate base for the AWC’s systems? 

Yes. RUCO made two types of adjustments to post-test year plant. First, 

the Company’s post-test year adjustments for the Navajo and Verde 

Valley systems are based on estimated costs as identified on Schedule 

JLK-6. Final costs were identified by the Company after the Application 

was filed and reported in Staff Data Request JMM 1-21. Each project’s 

estimated cost was then subtracted from the actual cost to arrive at 

RUCO’s adjustment. Secondly, it is RUCO’s opinion that plant 

constructed over six months after the end of the test year should not be 

added to rate base. Construction projects completed after June 30, 2012 

were not accepted. Total adjustments reduced the rate base for the 

Navajo system by $463,187 and the Verde Valley system by $233,057. 

10 
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WCO Rate Base Adjustment #2 - Cash Working Capital 

1. 

I. 

1. 

4. 

3 

4. 

Please explain the concept of Cash Working Capital. 

Cash Working Capital is defined as the net cash outlay that a utility must 

furnish to provide service before payment for that service is received from 

the customers. The Cash Working Capital Requirement is the amount of 

cash the company must have on hand to cover differences in the time 

period between when revenues are received and expenses are paid. The 

most accurate measurement of the cash working capital requirement is 

the lead/lag study. The lead/lag study measures the actual lead and lag 

days attributable to revenues and expenses. 

Is RUCO proposing a Cash Working Capital Requirement adjustment 

in this case? 

Yes. RUCO proposes a reduction in Cash Working Capital for each 

system. These adjustments are shown on Schedules JLK-5 and JLK-6(1). 

Did AWC file a leadllag study supporting its requested Cash 

Working Capital requirements in this case? 

Yes, and RUCO confirmed the calculations made by the Company in 

developing their working capital requirements. 

11 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What element of expenses did RUCO adjust in its leadllag study? 

RUCO made several operating expense adjustments that are reflected in 

RUCO’s recommended lead/lag expense levels on Schedules JLK-5 and 

JLK-6(1). The sole expense adjustment not reflected in RUCO’s leadlag 

study is the Rate Case Expense adjustment. 

Why doesn’t RUCO include Rate Case Expense in the operating 

expenses of RUCO’s leadllag study? 

Rate Case Expense has already been incurred and paid. Consequently, it 

is not an appropriate expense to be included in the calculation of Cash 

Working Capital. 

Did RUCO make any other adjustments to elements in the leadllag 

study? 

Yes, RUCO made adjustments to Federal and State income taxes. 

RUCO also recommends several rate base adjustments, as discussed in 

RUCO Rate Base Adjustment # I ,  that are reflected in RUCO’s lead/lag 

calculation for the recommended level of synchronized interest. 

Did the Company include interest expense in its working capital 

calculation? 

No. The Company did not include interest expense in its calculation. 

12 
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2. 

4. 

Q. 

4. 

2. 

4. 

What is RUCO s rationale for i n c h  

lead/lag study? 

ing the interest expense in the 

Interest payments are contractual arrangements associated with AWC’s 

debt issuances that obligate the Company to make fixed interest 

payments on certain dates. In this respect, debt interest closely 

resembles AWC’s other cash operating expenses. Thus, the payment 

lead for AWC’s interest expense should be separately recognized in the 

lead/lag calculation as the Commission has recognized in numerous 

cases. Typically, long-term debt interest is paid semi-annually, creating a 

91.25-day expense lag. 

Did the Company utilize the 91.25-day lag in calculating its interest 

expense for cash working capital? 

Yes. 

What adjustments are necessary to cash working capital when taking 

all of RUCO’s recommendations into consideration? 

The total adjustment for all Northern Group systems related to Working 

Capital adjustments and resultant rate base is a reduction of $594,066 as 

indicated in my summary testimony. 

13 
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DPERATING INCOME ADJUSTMENTS 

WCO Operating Adjustment #I -Transmission and Distribution Expense 

Normalization Adjustment 

3. 

4. 

Q. 

4. 

Q. 

4. 

Did the Company normalize Transmission and Distribution 

Maintenance Expense? 

Yes. 

What methodology was used in AWC’s normalization process? 

The Company’s adjustment to Transmission and Distribution maintenance 

expense is based on linear trend O.L.S. regression analysis, using 

maintenance expense data for the years 1992 through 201 1. Average 

maintenance cost per customer is calculated for the years 2013 through 

2015 and averaged. The test year maintenance cost is then subtracted 

from the projected cost to form AWC’s adjustment. 

Does RUCO take exception with the Company’s normalization 

method? 

Yes, RUCO objects to the methodology used. First, the regression model 

relies on 20 years of past data, an unusually long time period for the X 

axis. The use of a shorter X axis, a 10 year time period rather than 20, 

produces a much flatter trend line. For example, projected costs per 

14 
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customer in the Navajo system decline from $22 per customer to $18. 

Had the Company used a smaller sample, a lower projected cost per 

customer would have resulted. Moreover, while maintenance costs were 

projected by linear trend analysis, population growth, indicating increased 

revenue, was not. From 1992 through 201 1, the Verde system showed a 

consistent, geometric growth in customer population, with the exception of 

declines of fewer than 50 customers in 2009 and 2011. The smaller 

Navajo system showed only one year of decline. Revenue from an 

increasing customer base would offset many maintenance expenses. 

1. 

4. 

Q. 

A. 

Why is the Company normalizing these expenses? 

As described in its testimony the Company implemented a number of 

significant cost-cutting measures in response to the economic downturn 

beginning in 2008, including a focused reduction in the level of costs 

incurred in the maintenance of the Company’s T&D systems. Test year 

maintenance expenses were lower than some previous years. 

Does RUCO have a recommendation for normalizing these expenses. 

Yes, RUCO reviewed the justification for normalizing these expenses and 

performed its own calculations. RUCO averaged T&D maintenance 

expense for the years, 2009 through 2011 and subtracted the test year 

expense. RUCO recommends that an average of the three years be 

approved. The Company made proforma adjustments of $1 34,940 for the 

15 
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Northern Group while RUCO’s recommends $80,662 as the proper 

amount to normalize pumping, transmission and distribution maintenance. 

WCO Operating Adjustment #2 - Rate Case Expense 

a. 

4. 

Q. 

4. 

What is the amount of AWC’s proposed rate case expense and how 

does it compare to RUCO’s recommendation? 

The Company proposes Rate Case Expense, for the Northern Group of 

$441,576. This amount is allocated to both of the systems on a per 

customer basis. RUCO recommends a Rate Case Expense of $283,391. 

Both RUCO and the Company propose that the expense be normalized 

over a three-year period. 

How did RUCO determine its recommended level of fair and 

reasonable Rate Case Expense? 

RUCO started with, $216,982, the amount ordered in Commission 

Decision No. 64282, the last rate case filed by the Northern Group. It 

then applied the Consumer Price Index (“CPI”) inflation factor per 

InflationData.com from January, 2002, date of the last decision, through 

August, 2012, the date of the Company’s current application. The 

cumulative inflation factor is 30.66%. $283,391 represents the $21 6,982 

Rate Case Expense found to be reasonable in the Northern Group’s 

previous rate case multiplied by 1.3066. 

16 

http://InflationData.com


~ ~ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

lirect Testimony of Jorn L. Keller 
,rizona Water Company 
bocket No. W-O1445A-12-0348 

WCO Operating Adjustment #3 - Fleet Fuel Expense 

2. 

4. 

1. 

4. 

Can you please explain RUCO’s adjustment to the Company- 

proposed level of Fleet Fuel Expense? 

RUCO’s adjustment to the Company-proposed level of Fleet Fuel 

Expense normalizes the volatile cost of gasoline for the test year period. 

The Company uses a test year price per gallon of $3.5530, its total cost of 

fuel in the test year, 201 1. RUCO adjusted the price to $3.4680, the price 

indicated by the Energy Information Administration’s three year average. 

What is the effect of RUCO’s adjustment to Fleet Fuel Expense? 

RUCO’s adjustment reduces Fleet Fuel Expense by $1,512 for the entire 

Northern Group. The adjustment involves each of the Northern Group’s 

systems, and it is identified on Schedule JLK-12 of Navajo and Verde 

Valley systems. The adjustment affects six expense categories on the 

Company’s income statement. The expense categories affected are 

Source of Supply, Pumping Expenses, Water Treatment Expenses, 

Transmission & Distribution Expenses, Customer Accounting Expenses, 

and Administrative and General Expenses. 

17 
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1. 

4. 

Has RUCO adjusted th 

Expense? 

Company’s-proposed level of Property Tax 

Yes. RUCO’s adjustment varies from the amount proposed by the 

Company. The reason for the variance is the difference in AWC’s and 

RUCO’s proposed levels of revenue. The details of these computations 

are shown on Schedules JLK-16. 

3UCO Operating Adjustment #8 - Income Tax Expense 

2. 

4. 

Q. 

4. 

Have you calculated Income Tax Expense based on RUCO’s 

recommended adjusted operating income? 

Yes. This adjustment is shown on Schedules JLK-17 for the two systems 

in the Northern Group. 

Have you included an interest synchronization calculation in your 

computation of Income Tax Expense? 

Yes. The interest synchronization calculation, scheduled on JLK-1 (I), 

computes an interest expense deduction for income tax purposes. The 

interest synchronization calculation is the adjusted rate base multiplied by 

the weighted cost of debt. The income tax gross up revenue conversion 

factor includes an element for the increase in property taxes due to 

RUCO’s recommended level of increased revenues as discussed in the 

property tax expense adjustment #7 above. 

21 
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2. The cost of gasoline has ,een extremely volatile over past years. 

Did this fact influence your adjustment for Fleet Fuel Expense? 

Yes, in light of the gasoline price volatility of past years, RUCO believes 

that use of the U.S Energy Administration’s projected 36 month average is 

the most accurate reflection of test year fuel expense 

4. 

tUC0 Operating Adjustment #4 - Miscellaneous Expense 

Please explain RUCO’s adjustment to Miscellaneous Expense. 

RUCO’s Miscellaneous Expense adjustment removes certain expenses 

more appropriately absorbed by the shareholders. 

What type of Miscellaneous Expenses did RUCO remove? 

RUCO removed civic/service club dues, fees, donations, costs for flowers 

purchased and annual service award banquet costs. These are expenses 

that the ratepayer should not be required to pay in their cost of service. In 

addition, water associations’ fees and dues were reduced by 50 percent to 

be shared by the shareholder and ratepayer. RUCO has proposed, and 

the Commission has accepted, this percentage allocation in prior rate 

cases. RUCO believes this is a fair allocation between Company and 

ratepayers. 

18 
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3UCO Operating Adjustment #5 - Depreciation Expense 

3. 

4. 

Q. 

A. 

Have you recalculated test year Depreciation and Amortization 

Expense? 

RUCO agrees with the Company’s Test Year Depreciation and 

Amortization Expense as calculated. 

Was a depreciation expense adjustment required once the Post-Test 

Year plant final costs were determined? 

Yes, depreciation expense adjustments were made for both the Navajo 

and Verde Valley systems. Post test year plant additions were 

depreciated based on estimated costs of construction. Depreciation 

expense was recalculated once final costs were known and reported by 

the Company by data request. 

RUCO Operating Adjustment #6 - Declining Usage 

Q. 

A. 

Did the Company adjust test year operating income to compensate 

for Declining Usage? 

Yes. The Company believes that a trend in declining utility usage of 

approximately 2% per year for the Northern Group exists. In that regard, 

AWC has decreased test year operating revenue by $131,954 and 

decreased operating expenses by $45,816. 
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2. 

4. 

Does RUCO agree with the Company’s treatment of Declining 

Usage? 

No. RUCO believes that Declining Usage is not a known and 

measureable determinant. While AWC believes the decline in usage is 

due to weather patterns and water-saving appliances, RUCO suggests 

that the reasons for decline are temporary fluctuations in economic growth 

and population growth. As such, Declining Usage cannot be predicted 

accurately, and it should not be used to reduce test year revenue. As a 

result, RUCO adjusted the test year operating income by removing income 

and expense adjustments for Declining Usage. 

WCO Operating Adjustment #7 - Property Tax Expense 

2. 

4. 

Has RUCO changed its method of computing Property Tax Expense 

for the adjusted Test Year? 

Yes, RUCO has adopted the method Staff has used in several recent rate 

cases. This method of computing Property Tax Expense affects the 

adjusted test year income taxes and the computation of the gross-up 

factor. The computation was adopted by RUCO in the spirit of 

compromise and to eliminate issues of comparability of the test year level 

of adjusted operating expense and adjusted operating income. 

20 
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Q. 

4. 

Q. 

A. 

Does your silence on any of the issues, matters or findings 

addressed in the testimony of any of the witnesses for AWC 

constitute your acceptance of their positions on such issues, 

matters or findings? 

No, it does not. 

Does this conclude your testimony on AWC’s Northern Group? 

Yes, it does. 
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APPENDIX I 

JORN L. KELLER 
Professional Qualifications 

Education & Certifications 

Master of Business Administration 
University of Phoenix 

Bachelor of Science -- Political Science 
Kansas State University 

Completion of 33 hours of Accounting, Finance and Economics 

Certified Fraud Examiner 
Certified Internal Auditor candidate 
American Bar Association-certified Paralegal 

Volunteer for the Arizona Attorney General’s Consumer Protection Program 

Professional Experience 

Arizona Residential Utilities Consumer Office 
Public Utilities Analyst V 

0 

0 

Analyze the rate case applications of Arizona utilities 
Calculate adjustments to rate base and operating income 
Prepare written testimony filed with the Arizona Corporation Commission 
Testify in utility rate hearings 

Arizona Department of Transportation 
Compliance Auditor 

0 Audited large construction projects to assure fund allocation and compliance 
Audited local businesses for Rental Vehicle Surcharge Tax. Examined financial records, calculated tax 

assessments and wrote audit reports. 

Arizona Department of Revenue 
TPT (Sales) Tax Analyst 

0 

0 

Conducted field audits to ensure business compliance with Arizona transaction privilege and use tax laws 
Audited business accounting records in accordance to Generally Accepted Accounting Principles, 
Generally Accepted Auditing Standards and ADOR policy to determine transactional privilege tax 
liability 
Researched the Arizona Revised Statutes, the Arizona Administrative Code, the Model City Tax Code 
and TPRs in regard to various legal issues of transaction privilege and use tax 
Recreated the activity of the audit period in a complex computer sofhvare program and drafted a detailed 
narrative report of the audit activity 
Presented the audit findings and assessment to the taxpayer or their representative and counseled the 
taxpayer on proper TPT filing procedure. 
Represented the Department in audit appeals 

0 

0 

0 

0 



M&I Bank 
Credit Analyst & Legal Analyst 

0 Conducted a variety of legal, compliance and credit activities for a commercial bank 

Assisted in state and federal compliance exams 
Responded to subpoenas, garnishments, levies and other pleadings 

I 0 Analyzed financial statements of corporations and individuals 

I 0 Filed Suspicious Activity Reports 

0 

0 ~ 

Maricopa County Public Fiduciary 
Senior Estate Administrator 

0 

0 

0 

Supervised asset managers and administered a caseload conservatorship and probate estates. 
Coordinated litigation activities with the County Attorney and counsel. 
Investigated assets, compiled forensic accountings, drafted court reports and testified in Superior Court. 
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REVENUE REQUIREMENT 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

- 

Navajo (Lakeside, Overgaard) 
Schedule JLK-1 

Page 1 of 2 

(A) 
COMPANY 

OC RBlFVR B 
DESCRIPTION COST 

Adjusted Original CosVFair Value Rate Base $ 9,911,050 

Adjusted Operating Income (Loss) $ 430,276 

4.34% 

Required Operating Income (L9 X L1) $ 902.842 

9.11% 

Operating Income Deficiency (L7 - L3) $ 472,566 

Current Rate of Return (L3 I L1) 

Required Rate of Return on Fair Value Rate Base 

Gross Revenue Conversion Factor (JLK-1, Page 2 of 2) 

Required Increase in Gross Revenue Requirement (L11 X L13)) 

Adjusted Test Year Revenue 

1.6469 

$ 778,281 

$ 3,595,002 

Proposed Annual Revenue (L15 + L17) $ 4,373,361 

Required Percentage Increase in Revenue (L15 I L17) 21.65% 

Consolidated Revenue Adjustment 

Required Increase in Gross Revenue Under Proposed Consolidation 

Required Revenue Under Proposed Consolidation 

Required Percentage Increase in Revenue Under Proposed Consolidation 

Rate of Retum on Common Equity 

0% 

11.30% 

(B) 
RUCO 

OCRBIFVRB 
COST 

$ 9,227,096 

$ 500,828 

5.43% 

$ 720,424 

7.81% 

$ 219,596 

16469 

1 %  361,659 

$ 3,663.832 

$ 4,025,491 

9.87% 

$ 

$ 

$ 

0% 

8.75% 

References: 
Column (A): Company Schs. A-I and C-I 
Column (B): RUCO Schs. JLK-2, JLK-7, and JLK-18 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31, 201 1 
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LINE 
NO. 

1 
2 
3 
4 
5 
6 

8 
9 
10 
11 
12 
13 
14 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

I 

Id  

37 

38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 

GROSS REVENUE CONVERSION FACTOR 

DESCRIPTION 
CALCULATION OF GROSS REVENUE CONVERSION FACTOR: 
Revenue 

Subtotal (L1 thru L2) 

Subtotal (L3 - L4) 
Revenue Conversion Factor (L1 I L5) 

CALCULATION OF EFFECTIVE TAXRATE: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L9 - L10) 
Applicable Federal Income Tax Rate (L58) 
Effective Federal Income Tax Rate (L11 X L12) 
Combined Federal and State Income Tax Rate (L10 + L13) 

CALCULATION OF EFFECTIVE PRPERTY TAX FACTOR: 

Combined Federal and State Tax Rate 
1 Minus Combined Income Tax Rate 
Property Tax Factor 
Effective Property Tax Factor (L19 x L 20) 
Combined Federal, State & Property Tax RateTax Rate (L14 + L21) 

Proposed Bad Debt Expense (Per Co Workpapers) 

Combined Federal, State, Property Tax Rate (L22) 

Unity 

(A) (B) (c) 

100.0000% 

100.0000% 
39.2808% 
60.7192% 

1 1 . 6 4 6 9 7  

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

100.0000% 
38.5989% 
61.4011% 

1.1 107% 
0.6820% 

39.2808% 

RUCO Required Operating Income (Sch. JLK-1, Col. (B). L7) 
RUCO Adj'd T.Y. Oper'g Inc. (Loss) (Sch. JLK-1, Col. (B). L3) 
Required Increase In Operating Income (L24 - L25) $ 217,258 

$ 720,424 
500,828 

Income Taxes On Recommended Revenue (Col. (C), L53) 
Income Taxes On Test Year Revenue (Col. (C), L55) 
Required Increase In Revenue To Provide For Income Taxes (L28 - L29) 

Property Tax with Recommended Revenue (Sch. JLK-7. Col. E, L31) 
Propertty Tax on TestYear Revenue (Sch. JLK-7. Col. C. L31) 
Increase in Property Tax Due to Increase in Revenue (L32 - L33) 

$ 257.638 
117,254 

$ 140.384 

126,096 
122,079 

~ 

4,017 

Total Required Increase In Revenue (L26 + L30 + L34) $ 361,659 

RUCO's CALCULATION OF INCOME TAX: 
RUCO Revenue (Sch JLK-1. Col (B). L19) 
Less: 

Operating Expense Excluding Income Tax (Sch JLK-7. Col (E), L24 + L26 + L31 + L32) 
Synchronized Interest (Col (C), L63) 

Arizona Taxable Income (L39 - L41 - L42) 
Anzona State Income Tax Rate 
Anzona Income Tax (L43 X L44) 
Fed Taxable Income (L43 - L45) 
Fed Tax On 1st Inc Bracket ($1 - $50,000) Q 15% 
Fed Tax On 2nd Inc Bracket ($50,001 - $75,000) Q 25% 
Fed Tax On 3rd Inc Bracket ($75,001 - $100,000) Q 34% 
Fed Tax On 4th Inc Bracket ($100,001 - $335,000) Q 39% 
Fed Tax On 5th Inc Bracket ($335,001 - $1OM) Q 34% 
Total Federal Income Tax (L47 thru L 51) 
Combined Federal And State Income Tax (L45+ L52) 

Adjusted TY Combined Federal and State Income Tax (JLK-7, Col (C). L29 and L30) 
RUCO Proposed Income Tax Adjustment (L53 - L55) 

Applicable Federal Income Tax Rate 

NOTE (A): interest Svnchronization 
Adjusted Rate Base JLK-2, Col. (C), L28 
Weighted Cost Of Debt JLK-18, Col. (F), L1 
Interest Expense (L61 X L62) 

Test Year 
$ 3,663,632 

3,045,750 

R U C O  

308.250 
$ 309.832 

6.9680% 
$ 21,589 
$ 288,243 
$ 7.500 
$ 6,250 
$ 8,500 
$ 73,415 
$ 
$ 95,665 
$ 117,254 

Recommended 
$ 4,025,491 

3.049.767 
308,250 

$ 667,474 
6.9680% 

$ 46,510 
$ 620,964 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 

$ 117,254 
$ 140.384 

$ 9,227,095 
3.34% 

$ 308.250 
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LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

I 10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 

DESCRIPTION 

SUMMARY RATE BASE - ORIGINAL COST 

Plant Classification 
Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission 8, Distribution Plant 
General Plant 

Total Gross Plant in Service (L2 thru L7) 

Accumulated Depreciation 
Net Utility Plant In Service (LB - L10) 

Advances In Aid Of Const 

Contribution In Aid Of Const 
Accumulated Amortization Of ClAC 

NET ClAC (L15 + L16) 

Deferred Income Tax 

Customer Deposits 

Allowance For Working Capital 

Net Regulatoly Asset I (Liability) 

AdjUStment to Match Rate Base with GIL 

TOTAL RATE BASE (Ll l-L13-L17-L19-L21+L23+L25) 

(A) 
COMPANY 
AS FILED 

OCRBIFVRB 

$ 2,809 
2,339,748 
2,930,524 

198,557 
22,804,984 

1,946,759 
$ 30,223,361 

(B) 
RUCO 

OCRBIFVRB 
ADJUSTMENTS 

$ 
(50,000) 
(40,000) 
(50,000) 

(1 15,609) 

$ (473,621) 
(218.012) 

(C) 
RUCO 

ADJ'TED 
OCRBlFVRB 

$ 2,809 
2,289,748 
2,890,524 

148,557 
22,689,375 

1,728,747 
$ 29,749,760 

$ 9,719,013 $ (10,434) $ 9,708,579 
$ 20,504,368 $ (463,187) $ 20,041,181 

$ 3,416,251 

$ 6.338.423 . .  
$ (1,479,824) 
$ 4,858,599 

$ 2,752,278 

$ 21,020 

$ 454,831 

$ 

$ 9,911,051 

$ 

$ 

$ 

$ (220,768) 

$ 

s 
$ (683,955) 

$ 3,416,251 

$ 6,338,423 
$ (1,479.824) 
$ 4,858,599 

2,752,278 $ 

$ 21,020 

$ 234,063 

$ 

$ 9,227,096 

References: 
Column (A): Company Schedule B-1 and JLK-3 Col. E 
Column (B): Schedule JLK-3 Cols. G and H 
Column (C): Col. A + Col. B; JLK-3 
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13,735 
14,508 

Navajo (Lakeside, Overgaard) 
Schedule JLK-4(1) 

Page 1 

18,235 
19,261 

PHOENIX OFFICE AND METER SHOP -ALLOCATION TO RI  

6 5,855 
8,653 

LINE 
NO. DESCRIPTION 

I 3 Factor Allocation Factor 

$ 7,773 
11,488 

2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 

48 

la 

3a 

191,233 
505,748 

Phoenix Office Allocation 
Plant Classification 

Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission & Distribution Plant 
General Plant 

Total Gross Plant in Service (Sum L4 thru L9) 
Less: 

Accumulated Depreciation 
Net Utility Plant In Service (LIO less L12) 

Less: 

Total Phoenix Office Allcoation (L13 less L15) 
Deferred Income Tax 

253,895 
671,470 

Meter Shop Allocation 
Plant Classification 

Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission & Distribution Plant 
General Plant 

Total Gross Plant in Service (Sum L20 thru L25) 
Less: 

Accumulated Depreciation 
Net Utility Plant In Service (L26 less L28) 

Less: 

Total Phoenix Office Allcoation (L29 less L31) 
Deferred Income Tax 

Total Phoenix Office and Meter Shop Allocation 
Plant Classification 

Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission & Distribution Plant 
General Plant 

Total Gross Plant in Service 
Less: 

Accumulated Depreciation 

Less: 

Total Phoenix Office Allcoation (L9 - LIO) 

Deferred income Tax 

(A) 
TEST YEAR 
ADJUSTED 

$ 9,148 

7,228,106 
7,237,253 

1,965,832 
5,271,421 

29,186,404 
$ (23,914,983) 

$ 
80 

2,050 
6,066 

145,649 
153,844 

62,087 
91,758 

$ 91,758 

$ 9,148 
80 

2,050 
6.066 

7,373,755 
7,391,098 

2,027,919 
5,363,179 

29,186,404 

$ (23,823,225) 

I BASE 

(B) 

Navajo 

9.43% 

6 863 

681,610 
6 682,473 

(C) 

Verde Valley 

12.52% 

$ 1,145 

904,959 
$ 906,104 

659,982 

8 

193 
572 

10 

257 
759 

I 
8,653 11,488 

§ 863 
8 

193 
572 

695,345 
696,981 

$ 1,145 
10 

257 
759 

923,194 
925,365 

2,752,278 3,654,138 

6 (2,246,530 2,982,668 

References: 
See Company Schedule 8-2 Appendix Page 5 of 5 
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ALLOWANCE FOR WORKING CAPITAL 

Navajo (Lakeside, Overgaard) 
Schedule JLKB 

Page 1 

(4 (B) 
LINE 
NO. DESCRIPTION AMOUNT REFERENCE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

Working Cash Requirement As Per Company 
Working Cash Requirement As Per RUCO 
Adjustment 

Material and Supplies Inventories As Per Company 
Material and Supplies inventories As Per RUCO 
Adjustment 

Required Bank Balances As Per Company 
Required Bank Balances As Per RUCO 
Adjustment 

Prepayments & Special Deposits As Per Company 
Prepayments & Special Deposits As Per RUCO 

TOTAL ADJUSTMENT (See RLM-2, Column (K)) 

$ 84,216 
(1 36,552) 

$ (220,768) 

$ 26,083 
26,083 

$ 

$ 99,566 
99,566 

$ 

$ 244,967 
244,967 

$ 

$ (220.768) 

Company Schedule 8-5. PG. 2 of 2 
RUCO Schedule JLK-6(1), L35 

L2 - L1 

Company Schedule 8-5, PG. 2 of 2 

L6 - L5 

Company Schedule 8-5, PG. 2 of 2 

L10 - L9 

Company Schedule 8-5, PG. 2 of 2 

L13- L14 

Sum L3, L7, L11, L15 
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Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,2011 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

I 

DESCRIPTION 

Operating Revenues 
Residential 
Commercial 
Industrial 
Private Fire Service 
Other Water Revenues 

Total Water Revenues 

Miscellaneous 
Total Operating Revenues 

Operating Expenses 
Source of Supply Expenses: 

Purchased Water 
Other 

Pumping Expenses: 
Purchased Power 
Purchased Gas 
Other 

Water Treatment Expenses 
Transmission & Distribution Expenses 
Customer Accounting Expenses 
Sales Expense 
Administrative & General Expenses 

Total Operations & Maintenance Expense 

Depreciation & Amortization Expenses 

Taxes 
Federal Income Taxes 
State Income Taxes 
Property Taxes 
Other 

Total Taxes 

Total Operating Expenses 
Operating Income 

Navajo (Lakeside, Overgaard) 
Schedule JLK-7 

Page 1 

OPERATING INCOME 

(A) (B) (C) (D) (E) 
COMPANY RUCO RUCO RUCO RUCO 

AS TEST YEAR TEST YEAR PROP'D AS 
FILED ADJM'TS AS ADJ'TED CHANGES RECOMM'D 

$ 3,065,721 $ 68,751 $ 3,134,472 - $ 3,134,472 
459,140 459,140 459,140 

532 532 532 
14,767 14,767 14,767 
12,480 12,480 12,480 

$ 3,552,640 $ 68,751 $ 3,621,391 $ 361,659 $ 3,983,050 

$ 42,441 $ - $ 42,441 - $ 42,441 
$ 3,595,081 $ 68,751 $ 3,663,832 $ 361,659 $ 4,025,491 

$ 61 0 
38,862 

262,792 
451 

94,464 
73,577 

530,436 
520,456 

881 
724,240 

$ 2,246,769 

$ 672,841 

$ - $  61 0 
1,279 40,141 

262,792 
451 

11,394 105,858 
2,543 76,120 

(40,152) 490,284 
(20) 520,436 

881 
(23,622) 700,618 

$ (48,577) $ 2,198,192 

$ (10,434) $ 662,407 

$ 610 
40,141 

262,792 
451 

105,858 
76,120 

490,284 
520,436 

881 
700,618 

- $ 2,198,192 $ 

$ 662,407 

$ 51,093 $ 44,572 $ 95,665 115,463 $ 211,128 
11,255 10,334 21,589 24,920 46,510 

119,773 2,306 122,079 4,017 126,096 
63,073 63,073 63,073 

$ 245,194 $ 57,212 $ 302,406 $ 144,400 $ 446,806 

$ 3,164,804 $ (1,800) $ 3,163,004 $ 144,400 $ 3,307,405 
$ 430,277 $ 70,551 $ 500,828 $ 219,596 $ 720,424 

References: 
Column (A): JLK-8, Col. A 
Column (B): JLK-8, Cot. K 
Column (C): Col. A + Co1.B 
Column (D): JLK-I, JLK-1(2), JLK-15 
Column (E): C0l.C + COLD 
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Navajo (Lakeside, Overgaard) 
Schedule JLK-10 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 1 
TRANSMISSION & DISTRIBUTION MAINTENANCE EXPENSE 

(A) (B) (C) 
COMPANY RUCO RUCO 
AS FILED ADJUSTMENT AS ADJUSTED 

1 Transmission & Distribution Adjustment 
2 
3 
4 
5 
6 
7 Calculation of Average T&D Expense 
8 Years 2009,2010,2011 
9 

10 
11 T&D Expense for years shown 
12 
13 Sum Total for three year period 
14 
15 Average T&D for three year period 
16 
17 Test Year Transmission & Distribution Expense 
18 
19 RUCO T&D Proposed T&D Expense Normalized 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

I 

$ 68,736 $ (40,077) $ 28,659 

$ 189,294 $ 161,385 $ 132,351 

$ 483,030 

$ 161,010 

132,351 

$ 28,659 

References 
Column (A) See Company Schedule C-2 page 28 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,2011 

Line 
N!L ~ 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 
29 
30 
31 
32 

33 

OPERATING INCOME ADJUSTMENT NO. 2 
RATE CASE EXPENSE ADJUSTMENT 

Navajo (Lakeside, Overgaard) 
Schedule JLK-11 

Page 1 

COMPANY RUCO RUCO 
DESCRIPTION AS FILED ADJUSTMENT AS ADJUSTED 

283,391 Rate Case Expense Total for Northern Group $ 441,576 $ (158,185) $ 

Allocation Factor (L33) 46.30% 

Navajo (Lakeside & Overgaard) $ 131,200 

Amortization Period - 3 years 

RUCO Adjusted Rate Case Expense (L5 / L7) $ 43,733 

3 

Company Rate Case Expense as Filed (Company Sch. C-2 Appendix) $ 62,476 

RUCO Pro Forma Rate Case Expense (L9 - L11) $ (I 8,743) 

RUCO Adjustment $ (1 8,743) 

RUCO's Rate Base Expense Adjustment Calculation: 
Decision No. 64282, dated December 28,2001, approved amount 
$21 6,892 for Arizona Water Company's Northern Group. $ 216,892 

Inflation Factor from January 1, 2002 through September 30, 2012 
Per Inflation Data.com 30.66% 

Reasonable Amount of Rate Case Expense based on 
Decision No. 64282. $ 283,391 

RUCO Adjustment (Col. (A) Ln 1 - Col. (B) L 26) 

Allocation Factor Based on Number of Customers 
Verde Valley (Sedona, Pinewood, Rimrock) 

$ 158,185 

Customers 
10,564 

Percent of Total 
53.70% 

http://Data.com


Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

Navajo (Lakeside, Overgaard) 
Schedule JLK-12 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 3 
Fleet Fuel Expense Adjustment 

DESCRIPTION 

Number of fuel gallons used in test year (Total Company) 

Price per gallon of fuel (Obtained from US.  Energy Info Admin) 

Adjusted due to reduced price per gallon of fuel (Total Co) 

Percentage allocated to Navajo based on 
three factor allocation formula. 

Verde Valley 
ALLOCATED TO OPERATING DEPARTMENTS: 

Source of Supply Expenses: 
Pumping Expenses 
Water Treatment Expenses 
Transmission & Distribution Expenses 
Customer Accounting Expenses 
Administrative & General Expenses 

Totals By Department 

GASOLINE PRICES PROJECTED FOR YEAR 2013 
First Quarter $ 3.39 
Second Quarter 3.58 
Third Quarter 3.59 
Fourth Quarter 3.31 

Total for Year $ 13.87 

(A) (B) (C) 
RUCO RUCO ADJUSTMENT 

COMPANY CALCUALTED AS 
AS FILED COST RECOMM'D 

190,584 190,584 190,584 

$ 3.5530 $ 3.4680 $ 0.0850 

$ 677,144 $ 660,945 $ 16,200 

$ 63,855 $ 62,327 $ 1,528 

RUCO 
COMPANY CALCUALTED RUCO ADJUSTMENT 
AS FILED COST BY DEPARTMENT 

$ 26 $ 24 $ (2) 
300 276 (24) 

81 74 (7) 
924 849 (75) 
247 227 (20) 

84 77 (7) 

$ 1,662 $ 1,528 $ (1 34) 

Average by Quarter $ 3.4680 

References: 
Column (A) Provided in AWC data response RUCO 
Gasoline Prices by Quarter from Priceline Gas Price Forecasts 
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Arizona Water Company 
Docket  No. W-O1445A-12-0348 
Test  Year Ended  December 31,201 1 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 

OPERATING INCOME ADJUSTMENT NO. 6 
DECLINING USAGE 

DESCRIPTION 

Residential Revenues - Reductions 

REVENUE REDUCTIONS 

Operating Expense Reductions 

Source of Supply - Other 

Pumping Expense - Other 

Water Treatment Expense 

OPERATING EXP. REDUCTIONS 

Navajo (Lakeside, Overgaard) 
Schedule JLK-15 

Page 1 

(A) (6) (C) 
COMPANY RUCO RUCO 
ESTIMATE ADJUSTMENT AS ADJUSTED 

$ (68,751) $ 68,751 $ 

$ (68,751) $ 68,751 $ 

$ (1,281) $ 1,281 $ 

(11,418) $ 11,418 

(2.550) Si 2.550 

$ (15,249) $ 15,249 $ 

RUCO is taking the position that AWC's downward adjustment in  revenues and expenses based on 
"calculated" reductions in usage is not a known and measurable change and is therefore not an 
appropriate adjustment in net operating expenses. 

References: 
Column (A) See Company Schedule C-2 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

OPERATING INCOME ADJUSTMENT NO. 7 
PROPERTY TAXES 

Navajo (Lakeside, Overgaard) 
Schedule JLK-15 

Page 1 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Propertv Tax Calculation 

RUCO Adjusted Test Year Revenues - JLK-6 
Multiplied by 2 
Subtotal (Line 1 * Line 2) 
RUCO Adjusted Test Year Revenues - 201 1 
RUCO Recommended Revenue, Per Schedule JLK-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (L8 X L9) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (L10 + L11 + L12)) 
Assessment Ratio 
Assessment Value (L13 X L14) 
Composite Property Tax Rate (L19 I L15) 

RUCO Proposed Property Tax Expense (L15 X L16)) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (L16 - L17) 
Property Tax - RUCO Recommended Revenue (L15 X L16) 
RUCO Test Year Adjusted Property Tax Expense (L18) 
IncreaseI(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Requirement (L5 - L4) 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (L26 / L27) 

(A) 

RUCO 
AS ADJUSTED 

$ 3,663,832 
2 

$ 7,327,664 
3,663.832 

$ 10,991,496 
3 

$ 3,663,832 
2 

$ 7,327,664 

$ 7,327,664 

$ 1,465,533 
20.0% 

8.3300% 

$ 122.079 
11 9,773 

$ 2,306 

(B) 

RUCO 
RECOMMENDED 

$ 3,663.832 
2 

$ 7,327,664 

4,025,491 
$ 11,353,155 

3 
$ 3,784.385 

2 
$ 7,568,770 

$ 7,568,770 
20.0% 

$ 1,513,754 
8.3300% 

$ 126,096 
122,079 

$ 4,017 

$ 4,017 
361,659 
1.1107% 
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Navajo (Lakeside, Overgaard) 
Schedule JLK-17 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 8 
INCOME TAX EXPENSE 

(B) 
LINE 
NO. DESCRIPTION AMOUNT 

1 Federal Income Taxes as Filed - See Company Schedule C-2 Page 9 $ 51,093 
2 
3 95,665 
4 

RUCO Calculated Income Tax - See JLK - Schedule 1 Page 2 Ln 52 

5 RUCO Calculated Adjustment 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

$ 44,572 
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Verde Valley (Sedona, Pinewood, Rimrock) 
Table of Contents to Schedules 
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Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

REVENUE REQUIREMENT 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-1 

Page 1 of 2 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 

- 

( 4  
COMPANY 

OCRBIFVRB 
DESCRIPTION COST 

Adjusted Original CosffFair Value Rate Base $ 26,134,793 

Adjusted Operating Income (Loss) $ 1,134,775 

Current Rate of Return (L3 I L1) 4.34% 

Required Operating Income (L9 X L1) $ 2,380,736 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency (L7 - L3) 

Gross Revenue Conversion Factor (JLK-1, Page 2 of 2) 

Required Increase in Gross Revenue Requirement (L11 X L13)) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L15 + L17) 

Required Percentage Increase in Revenue (L15 I L17) 

Consolidated Revenue Adjustment 

Required Increase in Gross Revenue Under Proposed Consolidation 

Required Revenue Under Proposed Consolidation 

Required Percentage Increase in Revenue Under Proposed Consolidation 

Rate of Return on Common Equity 

9.11% 

$ 1,245,961 

1.6465 

$ 2,051,475 

$ 6,529,576 

$ 8,581,051 

31.42% 

0% 

1.30% 

(6) 
RUCO 

OC RBlNR B 
COST 

25,528.437 

1,185,321 

4.64% 

1,993,184 

7.81% 

807,863 

1.6465 

71,330,1691 
$ 6,592,779 

$ 7,922,948 

20.1 0% 

$ 

$ 

$ 

0% 

8.75% 

References: 
Column (A): Company Schs. A-I and C-1 
Column (8): RUCO Schs. JLK-2, JLK-7, and JLK-18 
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Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-1 

Page 2 of 2 

LINE 
NO. 

1 
2 
3 
4 
5 
6 

8 
9 
10 
11 
12 
13 
14 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

I 

t i )  

37 

38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 

GROSS REVENUE CONVERSION FACTOR 

DESCRIPTION 
CALCULATION OF GROSS REVENUE CONVERSION FACTOR: 
Revenue 

Subtotal (L1 thru L2) 

Subtotal (L3 - L4) 
Revenue Conversion Factor (L1 I L5) 

CALCULATION OF EFFECTIVE TAX RATE: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L9 - LlO) 
Applicable Federal Income Tax Rate (L58) 
Effective Federal Income Tax Rate ( L l l  X L12) 
Combined Federal and State Income Tax Rate (L10 + L13) 

CALCULATION OF EFFECTIVE PRPERN TAXFACTOR: 
Unity 
Combined Federal and State Tax Rate 
1 Minus Combined Income Tax Rate 
Property Tax Factor 
Effective Property Tax Factor (L19 x L 20) 
Combined Federal, State 8 Property Tax RateTax Rate (L14 + L21) 

Proposed Bad Debt Expense (Per Co. Workpapers) 

Combined Federal, State, Property Tax Rate (L22) 

(A) (B) (C) 

100.0000% 

100.0000% 
39.2661 % 
60.7339% 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

100.0000% 
38.5989% 
61.4011% 

1.0867% 
0.6672% 

39.2661% 

RUCO Required Operating Income (Sch. JLK-1. Col. (B), L7) 
RUCO Adj'd T.Y. Oper'g Inc. (Loss) (Sch. JLK-1, Col. (B), L3) 
Required Increase In Operating Income (L24 - L25) $ 807.863 

Income Taxes On Recommended Revenue (Col. (C), L53) $ 716,867 
Income Taxes On Test Year Revenue (Col. (C). L55) 209,016 
Required Increase In Revenue To Provide For Income Taxes (L28 - L29) 

$ 1,993,184 
1.185.321 

$ 507,851 

Property Tax with Recommended Revenue (Sch. JLK-7. Col. E, L31) 
Propertry Tax on TestYear Revenue (Sch. JLK-7. Col. C. L31) 
Increase in Property Tax Due to Increase in Revenue (L32 - L33) 

229,379 
214,925 

$ 14.454 

Total Required Increase In Revenue (L26 + L30 + L34) $ 1,330,169 

RUCOk CALCULATION OF INCOME TAX: 
RUCO Revenue (Sch. JLK-1. Col. (B). L19) 
Less: 

Operating Expense Excluding Income Tax (Sch JLK-7, Col (E), L24 + L26 + L31 + L32) 
Synchronized Interest (Col (C), L63) 

Arizona Taxable Income (L39 - L41 - L42) 
Arizona State Income Tax Rate 
Arizona Income Tax (L43 X L44) 
Fed Taxable Income (L43 - L45) 
Fed Tax On 1st Inc Bracket ($1 - $50,000) @ 15% 
Fed Tax On 2nd Inc Bracket ($50,001 - $75,000) Q 25% 
Fed Tax On 3rd Inc Bracket ($75,001 - $100,000) @ 34% 
Fed Tax On 4th Inc Bracket ($100,001 - $335,000) @ 39% 
Fed Tax On 5th Inc Bracket ($335,001 - $10M) @ 34% 
Total Federal Income Tax (L47 thru L 51) 
Combined Federal And State Income Tax (L45+ L52) 

Adjusted TY Combined Federal and State Income Tax (JLK-7. Col. (C), L29 and L30) 
RUCO Proposed Income Tax Adjustment (L53 - L55) 

Applicable Federal Income Tax Rate 

NOTE (A): Interest Synchronization 
Adjusted Rate Base JLK-2, Col. (C), L28 
Weighted Cost Of Debt JLK-18. Col. (F), L1 
Interest Expense (L61 X L62) 

R U C O  

Test Year Recommended 
$ 6,592.779 $ 7,922,948 

5,198,442 5,212.897 
852,829 852,829 

$ 541.508 $ 1,857.222 
6.9680% 6.9680% 

$ 37,732 $ 129.41 1 
$ 503,776 $ 1,727,811 
$ 7,500 $ 7,500 
$ 6,250 $ 6,250 
$ 8,500 $ 8.500 
$ 91,650 $ 91,650 
$ 57.384 $ 473,556 
$ 171.284 $ 587,456 
$ 209,016 $ 716,867 

$ 209,016 
$ 507,851 

$ 25,528.437 
3.34% 

$ 852.829 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 

DESCRIPTION 

Verde Valley (Sedona. Pinewood, Rimrock) 
Schedule JLK-2 

Page 1 

Plant Classification 
Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission B Distribution Plant 
General Plant 

Total Gross Plant in Service (L2 thru L7) 

Accumulated Depreciation 
Net Utility Plant In Service (L8 - L10) 

Advances In Aid Of Const 

Contribution In Aid Of Const. 
Accumulated Amortization Of ClAC 

NET ClAC (L15 + L16) 

Deferred Income Tax 

Customer Deposits 

Allowance For Working Capital 

Net Regulatory Asset I (Liability) 

Adjustment to Match Rate Base with GIL 

TOTAL RATE BASE (L1 l-L13-L17-Llg-L21+L23+L25) 

SUMMARY RATE BASE -ORIGINAL COST 

(A) 
COMPANY 
AS FILED 

OC R B l N R  B 

$ 4,518 
7,276,838 
3,329,025 
6,824,041 

34,572,451 
1,944,095 

$ 53,950,969 

$ 13,444,569 
$ 40,506,400 

$ 3,631,836 

$ 10.153.446 
$ (2,484,339) 
$ 7,669.107 

$ 3,654,138 

$ 47.763 

$ 631,466 

$ 

$ (232) 

$ 26,134,791 

(B) (C) 
RUCO RUCO 

OCRBINRB ADJ'TED 
ADJUSTMENTS OCRBIFVRB 

$ $ 4,518 
7,276,838 
3,329,025 
6,825,320 

(76,043) 34,496,408 
(1 64,453) 1,779,643 

$ (239,216) $ 53,711.753 

$ (6,159) $ 13,438,410 
$ (233,057) $ 40,273,343 

1,279 

$ $ 3,631,836 

$ $ 10,153,446 
$ $ (2,484,339) 
$ $ 7,669,107 

$ $ 3,654,138 

$ $ 47,763 

$ (373,297) $ 258,169 

$ $ 

$ $ (232) 

$ (606,354) $ 25,528,437 

References: 
Column (A): Company Schedule B-1 and JLK-3 Col. E 
Column (B): Schedule JLK-3 Cols. G and H 
Column (C): Col. A + Col. B; JLK-3 
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Verde Valley (Sedona. Pinewood, Rimrock) 
Schedule JLK-4(1) 

Page 1 

PHOENIX OFFICE AND METER SHOP -ALLOCATION TO RATE BASE 

LINE 
NO. DESCRIPTION 

1 

2 
3 
4 
5 
6 
7 

9 
10 
1 1  
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 

a 

la 

2a 

3a 

4a 

3 Factor Allocation Factor 

Phoenix Office Allocation 
Plant Classification 

Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission & Distribution Plant 
General Plant 

Total Gross Plant in Service (Sum L4 thru L9) 
Less: 

Accumulated Depreciation 
Net Utility Plant In Service (LIO less L12) 

Less: 

Total Phoenix Office Allcoation (L13 less L15) 
Deferred Income Tax 

Meter Shop Allocation 
Plant Classification 

Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission & Distribution Plant 
General Plant 

Total Gross Plant in Service (Sum L20 thru L25) 
Less: 

Accumulated Depreciation 
Net Utility Plant In Service (L26 less L28) 

Less: 

Total Phoenix Office Allcoation (L29 less L31) 
Deferred Income Tax 

Total Phoenix Office and Meter Shop Allocation 
Plant Classification 

Intangible Plant 
Source of Supply Plant 
Pumping Plant 
Water Treatment Plant 
Transmission & Distribution Plant 
General Plant 

Total Gross Plant in Service 
Less: 

Accumulated Depreciation 

Less: 

Total Phoenix Office Allcoation (L9 - LIO) 

Deferred Income Tax 

(A) (6) 
TEST YEAR 
ADJUSTED Navajo 

9.43% 

ao 8 

2,050 
6,066 

193 
572 

145,649 13,735 
I 53,844 14,508 

62,087 $ 5,855 
91,758 8,653 

$ 91,758 $ 8,653 

$ 9,148 $ 863 
ao a 

2,050 193 
6.066 572 ~ 

7,373,755 695,345 
7,391,098 696,981 

2,027,919 191,233 
5,363.1 79 505,748 

(C) 

Verde Valley 

12.52% 

$ 1,145 

904,959 
$ 906,104 

246,122 
$ 659,982 

$ 3,654, I 38 
$ (2,994,156 

10 

257 
759 

I 8,235 
19,261 

$ 7,773 
I I ,488 

$ I I ,488 

$ 1,145 
10 

257 
759 

923,194 
925,365 

253,895 
671,470 

3,654,138 

$ (2,982,668: 

References: 
See Company Schedule B-2 Appendix Page 5 of 5 
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Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-5 

Page 1 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

- 

ALLOWANCE FOR WORKING CAPITAL 

(A) 

DESCRIPTION AMOUNT 

Working Cash Requirement As Per Company $ 11 1,380 
Working Cash Requirement As Per RUCO (261,917) 
Adjustment $ (373,297) 

Material and Supplies Inventories As Per Company $ 62,073 
Material and Supplies Inventories As Per RUCO 62,073 
Adjustment $ 

Required Bank Balances As Per Company $ 132,163 
Required Bank Balances As Per RUCO 132,163 
Adjustment $ 

Prepayments & Special Deposits As Per Company $ 325,849 
Prepayments & Special Deposits As Per RUCO 325,849 

$ 

TOTAL ADJUSTMENT (See RLM-2, Column (K)) $ (373,297) 

(B) 

REFERENCE 

Company Schedule 8-5, PG. 2 of 2 
RUCO Schedule JLK-6(1). L35 

L2 - L1 

Company Schedule 8-5, PG. 2 of 2 

L6 - L5 

Company Schedule 8-5. PG. 2 of 2 

L10 - L9 

Company Schedule 8-5, PG. 2 of 2 

L13 - L14 

Sum L3, L7, L11, L15 
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Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,2011 

LINE 
NO. DESCRIPTION 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

Operating Revenues 
Residential 
Commercial 
Industrial 
Private Fire Service 
Other Water Revenues 

Total Water Revenues 

Miscellaneous 
Total Operating Revenues 

Operating Expenses 
Source of Supply Expenses: 

Purchased Water 
Other 

Pumping Expenses: 
Purchased Power 
Purchased Gas 
Other 

Water Treatment Expenses 
Transmission & Distribution Expenses 
Customer Accounting Expenses 
Sales Expense 
Administrative & General Expenses 

Total Operations & Maintenance Expense 

Depreciation & Amortization Expenses 

Taxes 
Federal Income Taxes 
State Income Taxes 
Property Taxes 
Other 

Total Taxes 

Total Operating Expenses 
Operating Income 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-7 

Page 1 

OPERATING INCOME 

(A) (B) (C) (D) (E) 
COMPANY RUCO RUCO RUCO RUCO 

AS TEST YEAR TEST YEAR PROPD AS 
FILED ADJM'TS AS ADJ'TED CHANGES RECOMM'D 

$ 4,870,565 $ 63,203 $ 4,933,768 - $ 4,933,768 
1,544,126 

3,699 3,699 3,699 
45,049 45,049 45,049 
4,820 4,820 4,820 

$ 6,468,259 $ 63,203 $ 6,531,462 $ 1,330,169 $ 7,861,630 

1,544,126 1,544,126 

$ 61,317 $ - $ 61,317 - $ 61,317 
$ 6,529,576 $ 63,203 $ 6,592,779 $ 1,330,169 $ 7,922,948 

$ - $  - $  
45,038 863 45,901 

$ 
45,901 

635,560 635,560 635,560 

250,683 232,130 18,553 250,683 
606,238 595,425 10,813 606,238 

748,581 (41,351) 707,230 707,230 
548,622 (205) 548.418 548,418 

1,177 1,177 1,177 
958,968 (16,538) 942,431 942,431 

$ 3,765,502 $ (27,865) $ 3,737,637 $ - $ 3,737,637 

$ 1,166,958 $ (6,159) $ 1,160,799 $ 1,160,799 

$ 134,814 $ 36,470 $ 171,284 416,172 $ 587,456 
29,698 8,034 37,732 91,679 129,411 

212,747 2,178 . 214,925 14,454 229,379 
85,082 85,082 85,082 

$ 462,341 $ 46,682 $ 509,022 $ 522,305 $ 1,031,328 

$ 5,394,801 $ 12,658 $ 5,407,458 $ 522,305 $ 5,929,764 
$ 1,134,775 $ 50,545 $ 1,185,321 $ 807,863 $ 1,993,184 

References: 
Column (A): JLK-8, Col. A 
Column (B): JLK-8, Col. K 
Column (C): Col. A + Col.6 
Column (D): JLK-1, JLK-1 (2), JLK-15 
Column (E): C0l.C + COLD 
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Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-10 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 1 
TRANSMISSION 8 DISTRIBUTION MAINTENANCE EXPENSE 

(A) (B) (C) 
COMPANY RUCO RUCO 
AS FILED ADJUSTMENT AS ADJUSTED 

1 Transmission & Distribution Adjustment 
i 2 

$ 66,204 $ (40,585) $ 25,619 

3 
4 
5 
6 
7 Calculation of Average T&D Expense 
8 Years 2009,2010,2011 
9 

10 
11 T&D Expense for years shown 
12 
13 Sum Total for three year period 
14 
15 Average T&D for three year period 
16 
17 Test Year Transmission & Distribution Expense 
18 
19 RUCO T&D Proposed T&D Expense Normalized 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

~ 31 
32 

~ 

I 

, 

References 
Column (A) See Company Schedule C-2 page 28 

2009 2001 - 201 1 

$ 330,457 $ 294,435 $ 274,018 

$ 898,910 

$ 299,637 

274,018 

$ 25,619 
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Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

28 
29 
30 
31 
32 
33 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-11 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 2 
RATE CASE EXPENSE ADJUSTMENT 

(A) (B) (C) 
COMPANY RUCO RUCO 

DESCRIPTION AS FILED ADJUSTMENT AS ADJUSTED 

Rate Case Expense Total for Northern Group $ 441,576 $ (158,067) $ 283,509 

Allocation Factor (L33) 53.70% 

Verde Valley (Sedona, Pinewood & Rimrock) $ 152,254 

Amortization Period - 3 years 

RUCO Adjusted Rate Case Expense (L5 I L7) 

Company Rate Case Expense as Filed (Company Sch. C-2 Appendix) 

RUCO Pro Forma Rate Case Expense (L9 - L11) 

RUCO Adjustment 

3 

$ 50,751 

$ 62.476 

$ (1 1,725) 

$ (1 1,725) 

RUCO's Rate Base Expense Adjustment Calculation: 
Decision No. 64282, dated December 28, 2001, approved amount 
$21 6,982 for Arizona Water Company's Northern Group. $ 216,982 

Inflation Factor from January 1, 2002 through September 30, 2012 
Per Inflation Data.com 30.66% 

Reasonable Amount of Rate Case Expense based on 
Decision No. 64282. $ 283,509 

RUCO Adjustment (Col. (A) Ln 1 - Col. (B) L 26) $ 158,067 

Allocation Factor Based on Number of Customers 

Verde Valley (Sedona, Pinewood, Rimrock) 
Customers Percent of Total 

10,564 53.70% 

http://Data.com


Arizona Water Company 
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Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 
~ 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-12 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 3 
Fleet Fuel Expense Adjustment 

(B) (C) 
RUCO ADJUSTMENT 

(A) 
RUCO 

COMPANY CALCUALTED AS 
DESCRIPTION AS FILED COST RECOMM'D 

Number of fuel gallons used in test year (Total Company) 190,584 190,584 190,584 

Price per gallon of fuel (Obtained from US. Energy Info Admin) $ 3.5530 $ 3.4680 $ 0.0850 

Adjusted due to reduced price per gallon of fuel (Total Co) $ 677,144 $ 660,945 $ 16,200 

Percentage allocated to Verde Valley based on 
three factor allocation formula. $ 84,778 $ 82,750 $ 2,028 

RUCO 
Verde Valley COMPANY CALCUALTED RUCO ADJUSTMENT 

ALLOCATED TO OPERATING DEPARTMENTS: AS FILED COST BY DEPARTMENT 
Source of Supply Expenses: $ 54 $ 32 $ (22) 
Pumping Expenses 61 5 366 (249) 
Water Treatment Expenses 166 99 (67) 
Transmission & Distribution Expenses 1,893 1,127 (766) 
Customer Accounting Expenses 506 301 (205) 
Administrative & General Expenses 172 102 (70) 

Totals By Department $ 3,406 $ 2,028 $ (1,378) 

GASOLINE PRICES PROJECTED FOR YEAR 2013 
First Quarter $ 3.39 
Second Quarter 3.58 
Third Quarter 3.59 
Fourth Quarter 3.31 

Total for Year $ 13.87 Average by Quarter $ 3.4680 

References: 
Column (A) Provided in AWC data response RUCO 
Gasoline Prices by Quarter from Priceline Gas Price Forecasts 
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Docket  No. W-01445A-12-0348 
Test  Year Ended December 31,2011 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-15 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 6 
DECLINING USAGE 

(A) (B) (C) 
Line COMPANY RUCO RUCO 
No. DESCRIPTION ESTIMATE ADJUSTMENT AS ADJUSTED 

1 Residential Revenues - Reductions $ (63,203) $ 63,203 $ 
2 
3 REVENUE REDUCTIONS $ (63,203) $ 63,203 $ 
4 
5 
6 Operating Expense Reductions 
7 
8 Source of Supply - Other $ (885) $ 885 $ 
9 
10 Pumping Expense -Other (1 8,802) 18,802 
11 
12 Water Treatment Expense (10,880) 10,880 
13 
14 OPERATING EXP. REDUCTIONS $ (30,567) $ 30,567 $ 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 

RUCO is taking the position that AWC's downward adjustment in revenues and expenses based on 
"calculated" reductions in usage is not a known and measurable change and is therefore not an 
appropriate adjustment in net operating expenses. 

References: 
Column (A) See Company Schedule C-2 
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LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

OPERATING INCOME ADJUSTMENT NO. 7 
PROPERTY TAXES 

ProDertv Tax Calculation 

RUCO Adjusted Test Year Revenues - JLK-6 
Multiplied by 2 
Subtotal (Line 1 * Line 2) 
RUCO Adjusted Test Year Revenues - 201 1 
RUCO Recommended Revenue, Per Schedule JLK-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (L8 X L9) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (L10 + L11 + L12)) 
Assessment Ratio 
Assessment Value (L13 X L14) 
Composite Property Tax Rate (L19 I L15) 

RUCO Proposed Property Tax Expense (L15 X L16)) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (L16 - L17) 
Property Tax - RUCO Recommended Revenue (L15 X L16) 
RUCO Test Year Adjusted Property Tax Expense (L18) 
IncreaseI(Decrease) to Property Tax Expense 

IncreaseI(Decrease) to Property Tax Expense 
Increase in Revenue Requirement (L5 - L4) 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (L26 I L27) 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-16 

Page 1 

(A) 

RUCO 
AS ADJUSTED 

$ 6,592,779 
2 

$ 13,185,558 
6,592,779 

$ 19,778,337 
3 

$ 6,592,779 
2 

$ 13.185.558 

$ 13,185.558 
20.0% 

$ 2,637,112 
8.1500% 

$ 214,925 
21 2,747 

$ 2.178 

(6) 

RUCO 
RECOMMENDED 

$ 6,592,779 
2 

$ 13,185,558 

7,922.948 
$ 21.1 08,505 

3 
$ 7,036,168 

2 
$ 14,072,337 

$ 14,072,337 

$ 2,814,467 
20.0% 

8.1 500% 

$ 229,379 
214,925 

$ 14,454 

$ 14,454 
1,330,169 
I .0867% 
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Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule JLK-17 

Page 1 

OPERATING INCOME ADJUSTMENT NO. 8 
INCOME TAX EXPENSE 

(B) 
LINE 
NO. DESCRIPTION AMOUNT 

1 
2 
3 
4 
5 RUCO Calculated Adjustment 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Federal Income Taxes as Filed - See Company Schedule C-2 Page 9 

RUCO Calculated Income Tax - See JLK - Schedule 1 Page 2 Ln 52 

$ 134,814 

171,284 

$ 36,470 
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?ate Design Testimony of Robert 6. Mease 
4rizona Water Company - Northern Group 
locket  No. W-01445A-12-0348 

EXECUTIVE SUMMARY 

3ased on RUCO’s analysis of Arizona Water Company’s rate application, RUCO 

s recommending rate designs for the Northern Groups Systems that will result in 

:he following typical monthly bills for residential customers with average 

;onsumption on a 5/8” X 3/4” meter: 

RUCO 

SYSTEM PRESENTRATE PROPOSEDRATE %CHANGE 

Iavaio (Lakeside, $26.24 $28.36 
Overgarrd) 

Jerde Valley 

Sedona 
Pinewood/ 

Rimrock 

$38.71 $48.74 
$ 33.42 $30.46 

8.09 % 

25.9 % 
(8.8) % 

There are two issues to be discussed in preparing this rate design. The 

Zompany has proposed full consolidation of the Sedona System with the Verde 

dalley System that currently consists of Pinewood and Rimrock. RUCO supports 

:he Company’s proposal to fully consolidate the Sedona System with the existing 

derde Valley System. In addition, the Company has proposed a “declining 

sage” adjustment based on conservation efforts by the ratepayer and weather 

iormalization. RUCO does not support a declining usage adjustment as it is not 

a known and measurable adjustment. 
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INTRODUCTION 

Q. 

4. 

Q. 

A. 

Q. 

A. 

Please state your name, position, employer and address. 

My Name is Robert B. Mease. I am Associate Chief of Accounting and 

Rates employed by the Residential Utility Consumer Office (“RUCO”) 

located at 11 10 W. Washington, Suite 220, Phoenix, Arizona 85007. 

Please state your educational background and qualifications in the 

utility regulation field. 

Appendix 1, which is attached to this testimony, describes my educational 

background, work experience and regulatory matters in which I have 

participated. In summary, I joined RUCO in October of 201 1. I graduated 

from Morris Harvey College in Charleston, WV and attended Kanawha 

Valley School of Graduate Studies. I am a Certified Public Accountant 

and maintain my license to practice from the state of West Virginia. My 

years of work experience include serving as Vice President and Controller 

of a public utility and energy company in Great Falls, Montana and have 

participated in several rate case filings on behalf of the utility. 

What is the purpose of your direct testimony? 

My direct testimony will address RUCO’s rate designs for the Company’s 

Northern Group Water Systems. The systems include Navajo (Lakeside 

and Overgaard) and Verde Valley (Pinewood, Rimrock and Sedona). 

Schedules have been prepared for each system that develops appropriate 
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rate designs summing up to RUCO’s recommended revenue. Also an 

analysis of a typical residential bill for each system has been included. 

To support RUCO’s position in this direct testimony, Schedules numbered 

RD-1 and RD-2 have been prepared for each system. I will also discuss 

the Company’s proposed consolidation of the Sedona Water System into 

the Verde Valley System which currently includes both Pinewood and 

Rimrock. Finally, I will discuss the declining use adjustment the Company 

has proposed. 

VERDE VALLEY - CONSOLIDATION OF SEDONA 

Q. 

A. 

Q. 

A. 

What are the current systems that comprise the Verde Valley Water 

System? 

Pinewood and Rimrock were fully consolidated, with the same monthly 

charge and commodity rates, forming the Verde Valley System during the 

last rate case filing. Also, Sedona was 

partially consolidated with the same monthly minimum charge as 

Pinewood and Rimrock but maintains difference commodity rates. 

(ACC Decision No. 71845) 

Is the Company proposing to fully consolidate the Sedona Water 

System into the Verde Valley System as part of this filing? 

Yes, the Company is proposing full consolidation of the three systems 

during this filing. They have consolidated the rates in this filing as if the 

systems are already consolidated. 
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2. 

4. 

1. 

4. 

What are the Company’s reasons for consolidating the three systems 

as proposed? 

The basic reasons for consolidation of the systems include the existing 

functional relationships such as sharing management, operating 

employees and customer service. Also, it will help streamline 

administrative and regulatory processes, thereby lowering costs, 

especially costs related to ratemaking and accounting. 

Does RUCO agree with the Company’s consolidation proposal? 

Yes, RUCO agrees with the Company’s proposal and have prepared it’s 

rate structure accordingly. 

IECLINING USAGE RATE DESIGN 

2 

4. 

Is the Company proposing a reduction in test year quantities sold as 

a result of “declining usage?’’ 

Yes. Mr Reiker made the argument that the Northern Groups ratepayers 

are experiencing declining usage as a result of weather and water efficient 

appliances. The Company also believes that the declining usage is 

partially due to the Arizona Corporation Commission’s decisions requiring 

three-tier increasing block rate designs. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

I O  

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

:ate Design Testimony of Robert B. Mease 
.rizona Water Company - Northern Group 
locket NO. W-O1445A-12-0348 

2. 

4. 

2. 

4. 

1. 

4. 

What is RUCO’s position on AWC’s rate design that relies on usage 

adjusted bi I1 i ng determinants? 

RUCO does not believe that the level of declining usage per customer will 

continue into the future and that the declining usage results from 

conservation efforts. RUCO does not believe that any projected or 

forecasted declining usage will result in AWC’s ability to earn its 

authorized return from ratepayers. The potential for ongoing conservation 

will be mitigated and usage levels stabilized over time, thus minimizing the 

declining usage that impacts the Company’s revenues. 

Has RUCO adopted the Company proposed rate design method for 

dealing with declining usage? 

No. RUCO does not believe it is appropriate to embed in today’s rates an 

adjustment designed to recover forecasted lost revenue based on the 

“possibility” that residential usage will decline in the future. 

Has the issue of declining usage been addressed in recent 

decisions by the ACC? 

Yes. In ACC Decision No. 73736, dated February 20, 2013, Arizona 

Water Company, Eastern Group, the Commission did not allow a declining 

usage adjustment. In the decision, page 71, it states “the Commission will 

not approve such an adjustment without first being confident that the 

changes in usage are known and measureable.” 
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?ATE DESIGN 

2. 

4. 

Please explain elements of the rate designs. 

Each Schedule RD-1 illustrates the elements of RUCO’s rate design which 

mirrors the Company’s Schedules by maintaining the same basic 

conservation-oriented rate structure effective under present rates with a 

customer charge and inclining block rates for each classification and 

meter size. 

’ROOF OF RECOMMENDED REVENUE 

51. Has RUCO prepared Schedules presenting proof of your 

recommended revenue? 

Yes. Proof that RUCO’s recommended rate designs will produce the 

recommended required revenue as illustrated, is presented on Schedule 

RD-1 prepared for each system. 

4. 

WPICAL BILL ANALYSIS 

Q. Has RUCO prepared Schedules representing the financial impact of 

RUCO’s recommended rate designs on the typical residential 

customer for each system? 

A. Yes. A typical bill analysis for residential customers of each system with 

various levels of usage is presented on Schedules RD-2. 
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NAVAJO (LAKESIDE and OVERGAARD) 

a. 

4. 

Please describe a typical bill utilizing RUCO’s rate design on the 

average Navajo residential customer. 

RUCO’s rate design for the Navajo System proposes a basic service 

charge for residential customers with a 518” X 3/4” meter of $16.40 while 

the Company has proposed a rate of $18.25. 

Commodity charges recommended by RUCO and the Company are as 

follows: 

Navaio Current Fee Companv Proposed RUCO Proposed 

First 3,000 gallons $4.27 $4.18 $3.75 

3,000 to 10,000 gallons $ 5.13 $ 5.22 $4.69 

Over 10,000 gallons $6.16 $6.53 $5.87 

VERDE VALLEY (Sedona, Pinewood, Rimrock) 

Q. 

A. 

The monthly billing per RUCO’s proposal to the Navajo residential users, 

assuming an average consumption-of 3,150 gallons permonth, will be 

$28.36, an 8.09% increase compared to the Company’s requested 

increase of 20.1 % 

Did RUCO accept the rate design as proposed by the Company for 

the consolidation of the Verde Valley System? 

While RUCO agrees with the consolidation proposal, RUCO modified the 

rate design as filed by the Company. The increase as proposed by the 

Company in its rate design for Sedona was approximately 25.9% while 
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the Company’s rate design for the Pinewood, Rimrock Systems was a 

slight decrease. RUCO adjusted the rates in order to prevent a large 

subsidization of the Verde Valley consolidated system by the inclusion of 

the Sedona System. 

2. 

4. 

Please describe the financial impact of RUCO’s rate design on the 

average Verde Valley (Sedona, Pinewood, Rimrock) residential 

customer? 

RUCO is proposing full consolidation of the three systems and a basic 

service charge for residential customers with a 5/8” X 3/4“ meter of $22.67 

while the Company has proposed a rate of $25.00. Current commodity 

fees and proposed commodity fees are shown for each system as follows: 

Sedona ~ Current Fee ~ AWC Propose-- RUG0 Proposed 

First 3,000 gallons $ 1.53 $ 2  82 $2.56 

3,000 to 10,000 gallons $2.91 $3.53 $ 3.20 

Over 10,000 gallons $2.39 $4.41 $4.00 

The monthly billing per RUCO’s proposal to Sedona residential users, 

assuming an average consumption of 8,751 gallons per month, will be 

$48.74, a 25.9% increase compared to the Company’s requested increase 

of 44.2%. 
1 
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Pin ewood/R im rock Current Fee AWC Proposed RUCO Proposed 

First 3,000 gallons $3.39 $2.82 $2.56 

3,000 to 10,000 gallons $4.24 $ 3.53 $ 3.20 

Over 10,000 gallons $5.30 $4.41 $4.00 

The monthly billing per RUCO’s proposal to Pinewood and Rimrock 

residential users, assuming an average consumption of 3,036 gallons per 

month, will be $30.46, a 8.8% decrease compared to the Company’s 

requested decrease of 2.0%. 

Q. 

4. 

Does this conclude your direct testimony on rate design? 

Yes, it does. 
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ROBERT B. MEASE, CPA 
Education and Professional Qualifications 

EDUCATION 

Bachelors Degree Business Administration / Accounting - Morris Harvey College. 

Attended West Virginia School of Graduate Studies and studied Accounting and 
Public Administration 

Attended numerous courses and seminars for Continuing Professional 
Educational purposes. 

WORK EXPERIENCE 

Controller 
Knives of Alaska, Inc., Diamond Blade, LLC., and Alaska Expedition Company. 

Financial Manager I CFO 

Energy West, Inc. 
Vice President, Controller 

All Saints Camp & Conference Center 

Led team that succeeded in obtaining a $1.5 million annual utility rate increase 
Coached accountants for proper communication techniques with Public Service 
Commission, supervised 9 professional accountants 
Developed financial models used to negotiate an $18 million credit line 
Responsible for monthly, quarterly and annual financial statements for internal 
and external purposes, SEC filings on a quarterly and annual basis, quarterly 
presentations to-Board of Directors an-d sharetiolders-during annual meetings, 
coordinated annual audit 
Communication with senior management team, supervised accounting staff and 
resolved all accounting issues, reviewed expenditures related to capital projects 
Monitored natural gas prices and worked with senior buyers to ensure optimal 
price obtained 

Junkermier, Clark, Campanella, Stevens 
Consulting Staff 

0 

0 

0 

0 

0 Performed Profit Enhancement engagements 
0 

Established a consulting practice that generated approximately $1 60k the first 
year of existence 
Prepared business plan and projections for inclusion in clients financing 
do cum en ts 
Prepared written reports related to consulting engagements performed 
Developed models used in financing documents and made available for other 
personnel to use 

Participated during audit of large manufacturing client for two reporting years 

9 



Prior to 1999, held various positions: TMC Sales, Inc. as Vice President / Controller, 
with American Agri-Technology Corporation as Vice President / CFO and with Union 
Carbide Corporation as Accounting Manager. (Union Carbide was a multi-national 
Fortune 500 Company that was purchased by Dow Chemical) 

PROFESSIONAL AFFILIATIONS 
Member - Institute of Management Accountants 
Member - American Institute of CPA's 
Past Member -WV Society of CPA's and Montana Society of CPA's 

RESUME OF RATE CASE AND REGULATORY PARTICIPATION WITH RUCO 

Utility Company Docket No. 

Arizona Water Company 
(Eastern Group) 

WS-01445A -- 11-031 0 

Pima Utility Company W-02199A - 1 1-0329 et al. 

Tucson Electric Power Company E-01933A -- 12-0291 

10 
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RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - NAVAJO 

DESCRIPTION 

RESIDENTIAL CUSTOMERS 
518 X 314'' Meter 

First Tier - First 3 Gals 
Second Tier - Next 7 Gals 
Third Tier - Over 10 Gals 

Commodity Usage (In Thousands of Gallons) 

329,205 

1" Meter 

First Tier - First 25 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99 999 Gals 

Commodity Usage (in Thousands of Gallons) 

7,663 

2" Meter 

First Tier - First 90 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

7,892 

3" Meter 

First Tier - First 175 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

2,895 

4" Meter 

First Tier - First 275 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

4,860 

6 Meter 

First Tier - First 550 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

6" Meter 

First Tier - Fist 925 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

10" Meter 

First Tier - First 1,300 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Total Residential Customer Bills 

Total Residential Usage 

TOTAL RESIDENTIAL CUSTOMERS REVENUES 

(A) 
RUCO AS 

ADJUSTED 
DETERMINTS 

6,709 

152.598 
108,365 
68,242 

37 

2,478 
5,185 

24 

5,674 
2.219 

2 

2,125 
770 

L 

3,108 
1,752 

16 40 

3 7545 
4 6931 
5 8664 

40 9965 

4 6931 
5 8664 
5 8664 

131 1746 

4 6931 
5 8664 
5 8664 

262 3492 

4 6931 
5 8664 
5 8664 

409 9206 

4 6931 
5 8664 
5 8664 

8198411 

4 6931 
5 8664 
5 8664 

1.31 1 7458 

4 6931 
5 8664 
5 8664 

1.885 6345 

4 6931 
5 8664 
5 8664 

(W 
PROPOSED 
CHARGES & 
USAGE FEES 

(C) 

PROPOSED 
REVENUES 

1,713,501 

572,924 
508.566 
400,333 

18,202 

11,629 
30,417 

38,093 

26,626 
13,015 

6,296 

9,973 
4,517 

9,838 

14,588 
10,277 

(D) 

TOTAL 
REVENUES 

1,713,501 

1.481.824 

18,202 

42,047 

38.093 

39,641 

6,296 

14.489 

9,838 

~~ 

24,864 

6,774 

352,515 

f 3,366.736 

Page 1 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

Navajo 
Schedule RD-1 
Pages 1 thru 5 

LINE 
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71 
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73 
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86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
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99 
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105 
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107 
108 
109 
110 
1 1 1  
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116 
117 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - NAVAJO 

DESCRIPTION 

COMMERCIAL CUSTOMERS 
518" X 314" Meter 

First Tier - First 10 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

1" Meter 

First Tier - First 25 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

2" Meter 

First Tier - First 90 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

3" Meter 

First Tier - First 175 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

4" Meter 

First Tier - First 275 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99 999 Gals 

6" Meter 

FirstT4er- First 550 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

8" Meter 

First Tier - First 925 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

I O "  Meter 

First Tier - First 1,300 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99 999 Gals 

Commodity Usage (In Thousands of Gallons) 

18,117 

Commodity Usage (In Thousands of Gallons) 

15.903 

Commodity Usage (In Thousands of Gallons) 

24.546 

Commodity Usage (In Thousands of Gallons) 

3,288 

Commodity Usage (In Thousands of Gallons) 

521 

Commodity Usage (In Thousands of Gallons) 

. 
2,857 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Total Commercial Customer Bills 

Total Commercial Usage 

TOTAL COMMERCIAL CUSTOMERS REVENUE 

(A) 
RUCO AS 

ADJUSTED 
DETERMINTS 

230 

9,536 
8,581 

67 

6,566 
9,337 

39 

13.970 
10,576 

2 

2,895 
393 

1 

521 

1 

2,607- 
250 

340 

22 4614 

4 6931 
5 8664 
5 8664 

56 1535 

4 6931 
5 8664 
5 8664 

179 6912 

4 6931 
5 8664 
5 8664 

359 3824 

4 6931 
5 8664 
5 8664 

561 5350 

4 6931 
5 8664 
5 8664 

1,123 0700 

4 6931 
5 8664 
5 8664 

1,796 9120 

4 6931 
5 8664 
5 8664 

2,583 0610 

4 6931 
5 8664 
5 8664 

(B) 
PROPOSED 
CHARGES & 
USAGE FEES 

(C) 

PROPOSED 
REVENUES 

61,993 

44.755 
50,339 

45,147 

30,817 
54,774 

84,095 

65,562 
62,040 

9,919 

13.587 
2,304 

6,738 

2,445 

13,477 

12,236 
1,465 

(D) 

TOTAL 
REVENUES 

61,993 

95,095 

45,147 

85,590 

84.095 

127,602 

9,919 

15,891 

6,738 

2,445 

13,477 

13,701 

65,232 

$ 561,695 
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Navajo 
Schedule RD-I 
Pages 1 thru 5 

LINE 
- NO 
118 
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121 
122 
123 
124 

125 
126 
127 
128 
129 
130 

131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 
147 
148 
149 
3 50 
151 
152 
153 
154 
155 
156 
157 
158 
159 
1 60 
161 
162 
163 
164 
165 
166 
167 
168 
169 
170 
171 
172 
173 
174 
175 
176 
177 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - NAVAJO 

DESCRIPTION 

INDUSTRIAL CUSTOMERS 
518" X 314" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

31 
1" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

15 

2" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

3" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

4" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

. . 6" . ..~ Meter ~~~~~ . .~  

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 
First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

6" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

IO"  Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Total Industrial Customer Bills 

Total Industrial Usage 

TOTAL INDUSTRIAL CUSTOMERS REVENUE 

(A) 
RUCO AS 

ADJUSTED 
DETERMINTS 

0 

31 

1 

15 

22 4614 

4 6931 
4 6931 
4 6931 

56 1535 

4 6931 
4 6931 
4 6931 

1796912 

4 6931 
4 6931 
4 6931 

359 3824 

4 6931 
4 6931 
4 6931 

561 5350 

4 6931 
4 6931 
4 6931 

?, 123 0700 

4 6931 
4 6931 
4 6931 

1,796 9120 

4 6931 
4 6931 
4 6931 

2.583 0610 

4 6931 
4 6931 
4 6931 

(B) 

CHARGES a 
PROPOSED 

USAGE FEES 

(C) 

PROPOSED 
REVENUES 

108 

143 

505 

70 

(D) 

TOTAL 
REVENUES 

$ 108 

$ 143 

$ 505 

$ 70 

$ 

I 

15 

$ 826 
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RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - NAVAJO 

LINE 
- NO 
178 
179 
180 
181 
182 
183 
184 
185 
186 
187 
188 
189 
190 
191 
192 
193 
194 
195 
196 
197 
198 
199 
200 
201 
202 
203 
204 
205 
206 
207 
208 
209 
210 
21 1 

~ 212 
213 
214 
215 
216 
217 
218 
219 
220 
221 
222 
223 
224 
225 
226 
227 
228 
229 
230 
231 
232 
233 
234 
235 
236 
237 
238 
239 

' 240 
241 

242 

DESCRIPTION 

PRIVATE FIRE SERVICE CUSTOMERS 
5 / 8  Meter 

1" Meter 

2" Meter 

3 Meter 

4 Meter 

6 Meter 

8" Meter 

1 0  Meter 

Total Private Fire Service Customers 

(A) 
RUCO AS 

ADJUSTED 
DETERMINTS 

654 

654 

TOTAL PRIVATE FIRES SERVICE CUSTOMERS REVENUE 

OTHER WATER REVENUE CUSTOMERS 
Public Fire Hydrant 

Coin Machine 
Commodity Usage (In Thousands of Gallons) 

Construction Water 2" Meter 

First Tier - First 90 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Construction Water 3" Meter 2 

First Tier - First 175 Gals 1,127 
Second Tier - Over 99,999 Gals 228 
Third Tier - Over 99,999 Gals 

Construction Water 4" Meter 

First Tier - First 275 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

_ _  _ _ ~  ~ - _ _  ~ 

Commodity Usage (In Thousands of Gallons) 

1,355 

Commodity Usage (in Thousands of Gallons) 

Sales For Resales 518'' Meter 

First Tier - First 99,999 Gals 
Second Tier - Next 99,999 Gals 
Third Tier - Over 99,999 Gals 

Sales For Resales I" Meter 

First Tier - First 99,999 Gals 
Second Tier - Next 99,999 Gals 
Third Tier - Over 99,999 Gals 

Sales For Resales 2" Meter 

First Tier - First 99,999 Gals 
Second Tier - Next 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

(B) 
P R 0 P 0 SED 
CHARGES & 
USAGE FEES 

22.4614 

22.4614 

22.4614 

22.4614 

22.4614 

22.4614 

22.4614 

22.4614 

179.6912 

4.6931 
5.8664 
5.8664 

359.3824 

4.6931 
5.8664 
5.8664 

561.5350 

4.6931 
5.8664 
5.8664 

22.4614 

4.6931 
4.6931 
4.6931 

56.1535 

4.6931 
4.6931 
4.6931 

179.6912 

4.6931 
4.6931 
4.6931 

(C) 

PROPOSED 
REVENUES 

14,690 

10,415 

5,291 
1,338 

Navajo 
Schedule RD-1 
Pages 1 thru 5 

(D) 

TOTAL 
REVENUES 

$ 14,690 

10,415 

6,629 

Page 4 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

LINE 

243 
244 
245 
246 
247 
248 
249 
250 
251 
252 
253 
254 
255 
256 
257 
258 
259 
260 
261 
262 
263 
264 
265 
266 
267 
268 
269 
270 
271 

NO. 

272 
273 
274 
275 
276-- 
277 
278 
279 
280 
281 

282 
283 
284 
285 

286 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - NAVAJO 

DESCRIPTION 
Sales For Resales 3" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Sales For Resales 4" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Sales For Resales 6" Meter 

First Tier - First 999,999,999 Gals. 
Second Tier - Next 999,999,999 Gals. 
Third Tier - Over 999,999,999 Gals. 

Sales For Resales 8" Meter 

First Tier - First 999,999,999 Gals. 
Second Tier - Next 999,999,999 Gals. 
Third Tier - Over 999,999,999 Gals. 

Sales For Resales 10" Meter 

First Tier - First 999,999,999 Gals. 
Second Tier - Next 999,999,999 Gals. 
Third Tier - Over 999,999,999 Gals. 

commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (in Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

rota1 Other Water Revenue Customer Bills 

rota1 Other Water Revenue Usage 

(A) 
RUCO AS 

ADJUSTED 
DETERMINTS 

2 

1.355 

TOTAL-OTHER WATEFZUSTOMERSKEVENUF- - -  

419,771 
RUCO TOTAL PROPOSED REVENUE PER BILL COUNT 

Unreconciled Difference vs Billed Revenues 

Miscellaneous Revenues 

RUCO TOTAL REVENUE 

RUCO ADJUSTED TEST-YEAR REVENUE PER SCHEDULE RBM-1 

359 3824 

4 6931 
4 6931 
4 6931 

561 5350 

4 6931 
4 6931 
4 6931 

1,123 0700 

4 6931 
4 6931 
4 6931 

1,796 91 20 

4 6931 
4 6931 
4 6931 

2,583 0610 

4 6931 
4 6931 
4 6931 

__ ~ ~ 

(B) 
PROPOSED 
CHARGES & 
USAGE FEES 

PROPOSED 
REVENUES 

$ 

$ 
$ 
$ 

$ 

$ 
$ 
$ 

8 

Navajo 
Schedule RD-1 
Pages 1 thru 5 

0) 

TOTAL 
REVENUES 

$ 

5 3,983,050 

$ 

$ 42,441 

$ 4,025,491 

$ 4,025,491 

Page 5 



z 
v) 
W 

W 
I- 

9 
n 

s 
$ 
x 
k s 
5 

P 

J 

I- z 
W 

v) 
W cc 

e6969 

m o w  m m m  
-Nu? 
b N N  

w m w  

696969 

- 0 0  
r - m r o  
N r -  

r - ~ m  

G U i W  

I 

(9-e 

0 0 
9 

b a 
r 

e b 9 b 9 t 9 b 9  

v) z 
0 

m m o m o  
m m m m m  
N m .-- r-. m. 

r r w  



Arizona Water Company 
Docket No. W-0 1445A- 12-0348 
Test Year Ended December 31,201 1 

56 
57 
58 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule RD-1 
Pages 1 thru 5 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - VERDE VALLEY (Consolidated) 

DESCRIPTION 

RESIDENTIAL CUSTOMERS 
518" X 314" Meter 

First Tier - First 3 Gals. 
Second Tier - Next 7 Gals. 
Third Tier - Over 10 Gals. 

1" Meter 

First Tier - First 40 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

2" Meter 

First Tier - First 125 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

3" Meter 

First Tier - First 300 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (in "000" of gallons) 

678,150 

Commodity Usage (In Thousands of Gallons) 

90,585 

Commodity Usage (In Thousands of Gallons) 

29,487 

Commodity Usage (In Thousands of Gallons) 

4" Meter 

First Tier - First 500 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

6" Meter 

First Tier - First 1,000 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

8" Meter 

First Tier - First 1,500 Gals 
Second Tier - Over 99,999 Gals 
Third Tier - Over 99,999 Gals 

Commodity Usage (In Thousands of Gallons) 

____ __ ~ ~ - _ _  3,308 

Commodity Usage (in Thousands of Gallons) 

15,291 

Commodity Usage (In Thousands of Gallons) 

IO" Meter 

First Tier - First 2,300 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

Total Residential Customer Bills 

Total Residential Usage 

TOTAL RESIDENTIAL CUSTOMERS REVENUE 

(A) 
RUCO AS 

ADJUSTED 
DETERMINTS 

9.073.8 

224,432.4 
236,213.6 
217.503.8 

539.4 

42,454.2 
48,130.8 

26.0 

19,632.8 
9,854.3 

1.7 

3,308.1 

1 .o 

10,914.3 
4,377.1 

9,639.2 

798,221.9 

(B) (C) (D) 
PROPOSED 
CHARGES & PROPOSED TOTAL 
USAGE FEES REVENUES REVENUES 

22.67 $ 

2.5589 $ 
3.1986 $ 
3.9983 $ 

56.6650 $ 

3.1986 $ 
3.9983 $ 
3.9983 

181.3280 $ 

3.1986 $ 
3.9983 $ 
3.9983 $ 

362.6560 $ 

3.1986 $ 
3.9983 $ 
3.9983 $ 

566.6500 $ 

3.1986 $ 
3.9983 $ 
3.9983 $ 

1,133.3000 $ 

3.1986 $ 

3.9983 $ 

1,813.2800 $ 

3.1986 $ 
3.9983 $ 
3.9983 $ 

2.606.5900 $ 

3.1986 $ 
3.9983 $ 
3.9983 $ 

3.9983 $ 

2,468,001 $ 

574,300 
755,559 
869,642 $ 

366,781 $ 

135,795 
192,441 

$ 

56,574 $ 

62,798 
39,400 

- $  

- $  

- $  

11,560 $ 

10,581 

- $  

13,600 $ 

34,911 
17,501 

- .  . _ _ _  

- $  

- $  

- $  

- $  

- $  

2,468,001 

2,199,501 

366,781 

328,236 

56,574 

102,198 

11,560 

10,581 

$ 5,609,444 

Page 1 

13,600 

52,412 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31, 201 1 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule RD-1 
Pages 1 thru 5 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - VERDE VALLEY (Consolidated) 

LINE 
NO. 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 

- 9 L  
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 
111 
112 
113 
114 
115 
116 
117 
118 

DESCRIPTION 

COMMERCIAL CUSTOMERS 
518" X 314" Meter 

First Tier - First 10 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

1" Meter 

First Tier - First 40 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

2" Meter 

First Tier - First 125 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

3" Meter 

First Tier - First 300 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

4" Meter 

First Tier - First 500 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

6" Meter 

First Tier - First 1,000 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

8" Meter 

First Tier - First 1,500 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

IO" Meter 

First Tier - First 2,300 Gals. 
Second Tier - Over 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

59,086 

Commodity Usage (In Thousands of Gallons) 

78,844 

Commodity Usage (In Thousands of Gallons) 

140,004 

Commodity Usage (In Thousands of Gallons) 

41,472 

Commodity Usage (In Thousands of Gallons) 

~~~ ~~ ~ _ _ ~ ~  ~ _ _  3&635_ 

Commodity Usage (In Thousands of Gallons) 

11,654 

Commodity Usage (In Thousands of Gallons) 

8,070 

Commodity Usage (In Thousands of Gallons) 

Total Commercial Customer Bills 

(A) (B) (C) (Dl 
RUCO AS PROPOSED 

ADJUSTED CHARGES & PROPOSED TOTAL 
DETERMINTS USAGE FEES REVENUES REVENUES 

374.8 $ 

24,313.3 $ 
34,772.6 $ 

- $  

231.0 $ 

44,502.1 $ 
34,341.7 $ 

$ 

149.8 $ 

101,374.7 $ 
38,628.8 $ 

$ 

6.1 $ 

14,187.4 $ 
27,284 2 $ 

- $  

7.4 $ 

30,260.3 $ 
5,375.0 $ 

- $  

2 0  $ 

10,937.7 $ 
716.0 $ 

$ 

1.9 $ 

7,929.1 $ 
140.5 $ 

- $  

- $  

- $  
$ 

- $  

771 1 

27 1992 $ 

3 1986 $ 
39983 $ 
3 9983 

679980 $ 

3 1986 $ 
39983 $ 
39983 $ 

2175936 $ 

31986 $ 
39983 $ 
39983 $ 

435 1872 $ 

31986 $ 
39983 $ 
39983 $ 

6799800 $ 

3 1986 $ 
39983 $ 
39983 $ 

1,3599600 $ 

3 1986 $ 
39983 $ 
39983 $ 

2,1759360 $ 

3 1986 $ 
39983 $ 
39983 $ 

3,127 9080 $ 

3 1986 $ 
39983 $ 
39983 $ 

__ - - - 

122,331 $ 

77,769 
139,031 

$ 

188,490 $ 

142,346 
137,308 

- $  

391,146 $ 

324,260 
154,449 

- $  

31,856 $ 

45,380 
109,090 

- $  

60,382 $ 

96,791 
21,491 

- $  

32,639 $ 

34,986 
2,863 

- __ 

- $  

49,611 $ 

25,362 
562 
- $  

- $  

- $  

122,331 

216,800 

188,490 

279,653 

391,146 

478,709 

31,856 

154,470 

60,382 

118,282 

32,639 

37,848 

49.61 1 

25,924 

Total Commercial Usage 

TOTAL COMMERCIAL CUSTOMERS REVENUE 

334,034.6 

$ 2,188,143 

Page 2 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31, 201 1 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule RD-1 
Pages 1 thru 5 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - VERDE VALLEY (Consolidated) 

(A) (B) (C) (D) 
RUCO AS PROPOSED 

LINE ADJUSTED CHARGES & PROPOSED TOTAL 
NO. DESCRIPTION DETERMINTS USAGE FEES REVENUES REVENUES 
119 
120 INDUSTRIAL CUSTOMERS 
121 518" X 314" Meter - $  27.1992 $ - $  
122 
123 First Tier - First 99,999 Gals. - $  3.1986 $ 
124 Second Tier - Next 99,999 Gals. - $. 3.1986 $ 
125 Third Tier - Over 99,999 Gals. - $  3.1986 $ - $  
126 
127 1" Meter - $  67.9980 $ - $  
128 
129 First Tier - First 99,999 Gals. - $  3.1986 $ 
130 Second Tier - Next 99,999 Gals. - $  3.1986 $ 
131 Third Tier - Over 99,999 Gals. - $  3.1986 $ - $  
132 
133 2" Meter - $ 217.5936 $ - $  
134 
135 First Tier - First 99,999 Gals. - $  3.1986 $ 
136 Second Tier - Next 99,999 Gals. - $  3.1986 $ 
137 Third Tier - Over 99,999 Gals. - $  3.1986 $ - $  
138 
139 3" Meter - $ 435.1872 $ - $  
140 
141 First Tier - First 99,999 Gals. - $  3.1986 $ 
142 Second Tier - Next 99,999 Gals. - $  3.1986 $ 
143 Third Tier - Over 99,999 Gals. - $  3.1986 $ - $  
144 
145 4" Meter - $ 679.9800 $ - $  
146 
147 First Tier - First 99,999 Gals. - $  3.1986 $ 
148 Second Tier - Next 99,999 Gals. - $  3.1986 $ 
149 Third Tier - Over 99,999 Gals. - $  3.1986 $ - $  

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

151 
152 
153 
154 
155 
156 
157 
158 
159 
160 
161 
162 
163 
164 
165 
166 
167 
168 
169 
170 
171 
172 
173 
174 
175 
176 
177 
178 

6" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99.999 Gals. 

Commodity Usage (In Thousands of Gallons) 

8" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

IO" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

33.8 

Commodity Usage (In Thousands of Gallons) 

Total Industrial Customer Bills 

Total Industrial Usage 

TOTAL INDUSTRIAL CUSTOMERS REVENUE 

- $  
- $  
- $  

0.2 $ 

338 $ 
- $  

$ 

- $  

- $  
$ 

- $  

1,359.9600 

3.1986 
3.1986 
3.1986 

2,175.9360 

3.1986 
3.1986 
3.1986 

3,127.9080 

3.1986 
3.1986 
3.1986 

5,222 

108 

$ 

$ 5,222 

$ 108 

$ 

$ 5,330 

Page 3 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31,201 1 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule RD-1 
Pages 1 thru 5 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - VERDE VALLEY (Consolidated) 

(A) (B) (C) (D) 
RUCO AS PROPOSED 

LINE ADJUSTED CHARGES & PROPOSED TOTAL 
NO. DESCRIPTION DETERMINTS USAGE FEES REVENUES REVENUES 
179 
180 
181 
182 
183 
184 
185 
186 
187 
188 
189 
190 
191 
192 
193 
194 
195 

PRIVATE FIRE SERVICE CUSTOMERS 
5/8" Meter 

I" Meter 

2" Meter 

3" Meter 

4" Meter 

6" Meter 

8" Meter 

IO" Meter 
196 
197 
198 

Total Private Fire Service Customers 

1,740.0 $ 

- $  

$ 

$ 

- $  

$ 

$ 

$ 

1,740.0 

199 
200 
201 

TOTAL PRIVATE FIRE SERVICE CUSTOMERS REVENUE 

30.5000 $ 

30.50 $ 

30.50 $ 

30.50 $ 

30.50 $ 

30.50 $ 

30.50 $ 

30.50 $ 

53,070 $ 53,070 

$ 

$ 

$ 

$ 

5 

$ 

$ 

$ 53,070 

202 OTHER WATER REVENUE CUSTOMERS 

204 
205 Coin Machine 65 $ 0.2500 
206 Commodity Usage (In Thousands of Gallons) 123.1 $ 425 $ 425 
207 
208 Construction Water 2" Meter $ 217.5936 $ $ 
209 

203 Public Fire Hydrant - $  - $  $ 

Commodity Usage (In Thousands of Gallons) 
-21 0- ~~_- - - -F- i rs tT i~ rs t l2aGals .  Ac$L 31986---$-. _- 

21 1 Second Tier - Next 99,999 Gals. $ 3.9983 $ 
212 Third Tier - Over 99,999 Gals. $ 3.9983 $ $ 
213 
214 Construction Water 3" Meter 0.9 $ 435.1872 $ 4,700 $ 4,700 
215 
216 First Tier - First 300 Gals. 162.0 $ 3.1986 $ 51 8 
217 Second Tier - Next 99,999 Gals. $ 3.9983 $ 
218 Third Tier - Over 99,999 Gals. $ 3.9983 $ $ 51 8 
219 
220 Construction Water 4" Meter $ 679.9800 $ $ 
221 
222 First Tier - First 500 Gals. $ 3.1986 $ 
223 Second Tier - Next 99,999 Gals. $ 3.9983 $ 
224 Third Tier - Over 99,999 Gals. $ 3.9983 $ $ 
225 
226 Sales For Resales 5/8" Meter - $  27.1992 # $ $ 
227 
228 First Tier - First 99,999 Gals. - $  3.1986 # $ $ 
229 Second Tier - Next 99,999 Gals. $ 3.1986 # $ $ 
230 Third Tier - Over 99,999 Gals. - $  3.1986 # $ $ 
23 1 
232 Sales For Resales 1" Meter $ 67.9980 # $ $ 
233 
234 First Tier - First 99,999 Gals. - $  3.1986 # $ $ 
235 Second Tier - Next 99,999 Gals. $ 3.1986 # $ $ 
236 Third Tier - Over 99,999 Gals. $ 3.1986 # $ $ 
237 
238 Sales For Resales 2" Meter - $ 217.5936 $ $ 
239 
240 First Tier - First 99,999 Gals. - $  3.1986 $ $ 
241 Second Tier - Next 99,999 Gals. $ 3.1986 $ $ 
242 Third Tier - Over 99,999 Gals. $ 3.1986 $ Page 4 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 



Arizona Water Company 
Docket No. W-01445A-12-0348 
Test Year Ended December 31, 201 1 

Verde Valley (Sedona, Pinewood, Rimrock) 
Schedule RD-1 
Pages 1 thru 5 

I RATE DESIGN AND PROOF OF RECOMMENDED REVENUE - VERDE VALLEY (Consolidated) 

(A) (B) 
RUCO AS PROPOSED 

ADJUSTED CHARGES & 
DESCRIPTION DETERMINTS USAGE FEES 

LINE 
NO. 
243 
244 
245 
246 
247 
248 
249 
250 
251 
252 
253 
254 
255 
256 
25 7 
258 
259 
260 
26 1 

I 262 
263 
264 
265 
266 
267 
268 
269 
270 
271 
272 
273 

275 
276 
277 
278 
279 
280 
281 
282 
283 
284 
285 
286 

287 
288 
289 
290 
291 

- 274-- 

PROPOSED 
REVENUES 

$ 

TOTAL 
REVENUES 

Sales For Resales 3" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 
- $ 435.1872 

$ 3.1986 
$ 3.1986 
$ 3.1986 

Sales For Resales 4" Meter 
Commodity Usage (In Thousands of Gallons) 
First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

$ 679.9800 

$ 3.1986 
- - $  3.1986 
- $  3.1986 

Sales For Resales 6" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Sales For Resales 8" Meter 

First Tier - First 99,999 Gals. 
Second Tier - Next 99,999 Gals. 
Third Tier - Over 99,999 Gals. 

Commodity Usage (In Thousands of Gallons) 

Commodity Usage (In Thousands of Gallons) 

- $ 1,359.9600 

- $  3.1986 

- $  3.5280 

- $ 2,175.9360 

$ 3.1986 
$ 3.1986 
$ 3.1986 

Sales For Resales I O '  Meter $ 3,127 9080 

First Tier - First 99,999 Gals $ 3 1986 
Second Tier - Next 99,999 Gals - $  3 1986 

Commodity Usage (In Thousands of Gallons) 

-Thudljer~yec99,990Gals- - - ~ - -- - -3- 31986 _. . 

Total Other Water Revenue Customer Bills 

Total Other Water Revenue Usage 

TOTAL OTHER WATER CUSTOMERS REVENUE 

0.9 

162.0 

$ 5,643 

RUCO TOTAL PROPOSED REVENUE PER BILL COUNT 

Unreconciled Difference vs. Billed Revenues 

Miscellaneous Revenues 

RUCOTOTAL REVENUE 

$ .  7,861,630 

$ 

$ 61,317 

$ 7,922,947 

RUCO ADJUSTED TEST-YEAR REVENUE PER SCHEDULES RBM-I $ 7,922.947 
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Selected Yields 

Treasury Security Yield Curve 

3Months Year 
Ago 

3Months Year 
Recent Ago Recent Ago Ago 

(5/08/13) (2/06/13) (5/09/12) (5/08/13) (2/06/13) (5/09/12) 

T ~ X - E X E ~ ~ P T  
Bond Buyer Indexes 

TAXABLE 
Market Rates 
Discount Rate 0.75 
Federal Funds 0.00-0.25 
Prime Rate 3.25 

3-month LIBOR 0.28 
Bank CDs 

30-day CP (Al/Pl) 0.19 

6-month 0.09 
1 -year 0.11 
5-year 0.64 
US. Treasury Securities 
3-month 0.04 
6-month 0.07 
1 -year 0.1 0 
5-year 0.73 
1 0-year 1.79 
10-year (inflation-protected) -0.52 
30-year 2.96 
30-year Zero 3.25 

0.75 0.75 

3.25 3.25 
0.21 0.32 
0.29 0.47 

0.00-0.25 0.00-0.25 

0.1 0 0.22 
0.1 3 0.33 
0.70 1.13 

0.07 0.09 
0.1 1 0.14 
0.1 5 0.1 7 
0.85 0.76 
1.98 1.82 

3.18 3.03 
3.42 3.27 

-0.72 -0.34 

Mortgage-Backed Securities 
GNMA 5.5% 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (1 0-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

FHLMC 5.5% (Cold) 

6.00% 

5 .OO% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 1 2 3  
I 1 - Year-Ago 1 

10 30 

20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25130-year A 
Revemre Bonds (Revs) (25/3(E-Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 

I Toll 'Road Aaa 

Source: Bloomberg Finance L.P 

Federal Reserve Data 

2.04 
2.1 3 
1.86 
2.1 2 

2.83 
3.96 
3.94 
4.29 

1.81 
1.27 
0.60 
1.77 

5.46 
6.20 
5.51 

3.77 
4.19 

0.1 6 
0.79 
0.81 
1.73 
1.93 
2.92 
3.1 2 
4.86 

4.21 
4.34 
4.67 
4.48 
4.35 

1.83 
2.06 
1.83 
2.23 

3.1 8 
4.14 
4.09 
4.45 

2.00 
1.63 
0.78 
2.1 0 

5.48 
5.90 
5.51 

3.67 
4.29 

0.22 
0.82 
0.85 
1.85 
2.02 
2.92 
3.14 
4.85 

4.22 
4.33 
4.68 
4.45 
4.39 

1.09 
2.08 
1.86 
2.39 

3.34 
4.14 
4.07 
4.54 

1.98 
1.52 
0.85 
1.90 

5.31 
6.1 8 
5.51 

3.81 
4.77 

0.18 
0.98 
0.83 
1.84 
1.96 
3.1 1 
3.56 
5.03 

4.28 
4.60 
4.77 
4.58 
4.42 

.................................................................................. ~ -".__._.I..._.....__... ~ 

BANK RESERVES 
(Two- Week Period; in Millions, Nor Seasonally Adjusted) 

Recent levels Average levels Over the last ... 
5/1/13 4/17/13 Change 12 Wks. 26 Wks. 52 Wks. 

1751 987 1 793542 -41 555 1687300 1571 604 151 4671 
407 397 10 428 666 2320 

1751580 1793145 -41 565 1686872 1570938 151 2351 

Excess Reserves 
Borrowed Reserves 
Net FreeIBorrowed Reserves 

MONEY SUPPLY 
(One- Week Period; in 6i/lions, Seasonally Adjusted) 

Recent levels Ann'l Growth Rates Over the last ... 
412211 3 411 511 3 Change 3 Mos. 6 Mos. 12  Mos. 

M2 (Ml +savings+smalf time deposits) 10501.0 10550.6 -49.6 3.4% 5.2% 7.0% 

Source: United Srutes Federul Reserve Bank 

M1 (Currency+demand deposits) 2508.5 2486.9 21.6 9.5% 8.7% 11.6% 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

BOB STUMP - CHAIRMAN 
SARY PIERCE 
BRENDA BURNS 
BOB BURNS 
SUSAN BITTER SMITH 

N THE MATTER OF THE APPLICATION OF 
4RIZONA WATER COMPANY, AN ARIZONA 
ZORPORATION, FOR A DETERMINATION 
3F THE FAIR VALUE OF ITS UTILITY 
PLANT AND PROPERTY AND FOR 
4DJUSTMENTS TO ITS RATES AND 
ZHARGES FOR UTILITY SERVICE 
FURNISHED BY ITS NORTHERN GROUP 
4ND FOR CERTAIN RELATED APPROVALS. 

DOCKET NO. W-O1445A-12-0348 

STAFF’S NOTICE OF FILING 
SETTLEMENT AGREEMENT 

The Utilities Division (“Staff ’) of the Arizona Corporation Commission (“Commission”), on 

3ehalf of the Signatory Parties of the Settlement Agreement (“Agreement”), files the Agreement in 

:he above-referenced matter. 

RESPECTFULLY SUBMITTED this 1 5TH day of April , 20  13. 

Charles H. w n s  
Matthew Laudone 
Attorneys, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-3402 

Original and thirteen (13) copies of 
the foregoing filed this 15th day of 

April ,2013, with: 

Docket Control 
4rizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Copy of the foregoing mailed this 
15th day of April ,2013, to: 

William M. Garfield, President and 
Chief Operating Officer 

4FUZONA WATER CO. 
P.O. Box 29006 
Phoenix, Arizona 85038-9006 

Steven A. Hirsch 
Stanley B. Lutz 
3RYAN CAVE, LLP 
Two North Central Avenue, Suite 2200 
'hoenix, Arizona 85004-4406 

h i e l  W. Pozefsky 
Zhief Counsel 
tesidential Utility Consumer Office 
110 W. Washington Street, Suite 220 

'hoenix, Arizona 85007 
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NORTHERN GROUP GENERAL RATE CASE 

SETTLEMENT AGREEMENT 

Docket No. W-01445A-12-0348 
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SETTLEMENT AGREEMENT 

AND 

LIST OF SIGNATORY PARTIES 

The purpose of this Settlement Agreement (“Agreement”) is to settle identified disputed 
issues related to Docket No. W-O1445A-12-0348, Arizona Water Company’s (“AWC” or 
“Company”) application to increase rates for its Northern Group of systems as identified in its 
August 1,2012 application. This Agreement is entered into by the following entities: 

Arizona Water Company (“AWC” or “Company”) 

The Utilities Division of the Arizona Corporation Commission (“Staff ’) 

These entities shall be referred to collectively as the “Signatory Parties.” 

737421.01 
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TERMS AND CONDITIONS 

In consideration of the promises and agreements contained in this Agreement, the 
Signatory Parties agree that the following numbered sections and subsections, including attached 
exhibits and schedules, comprise the Signatory Parties’ Agreement. 

1.0 RECITALS 

1.1 Docket No. W-O1445A-12-0348 was commenced by the filing of a rate 
application by AWC on August 1, 2012. AWC’s application (“Application”) requested a total 
proposed revenue increase of $2,829,777, or approximately 28.0%, and a Fair Value Rate Base 
(“FVRB”) of $36,045,843. 

1.2 Following a sufficiency finding by Staff docketed on August 30, 2012, the 
Residential Utility Consumer Office (“RUCO”) filed an Application to Intervene on September 
12,2012. 

1.3 The Administrative Law Judge granted the application to intervene filed by 
RUCO. No other persons or entities have intervened in this proceeding. 

1.4 The Administrative Law Judge scheduled an evidentiary hearing on the 
Application to commence on May 13 , 20 13. 

1.5 The parties’ litigation positions for hearing associated with the total proposed 
revenue increase and FVRB, together with the amount proposed in settlement by the Signatory 
Parties, are as follows: 

Revenue Increase YO Increase FVRB 
Company $2,829,777 28.0 Yo $36,045,843 
Staff $1,923,874 18.8% $36,057,615 
RUCO $1,691,803 16.5% $34,755,533 

Settlement $2,240,329 21.8% $36,045,295 

1.6 Staff filed a notice of settlement discussions on March 13,2013, noting that AWC 
had approached Staff concerning the possibility of settling the issues in the Rate Case, and that 
Staff was providing notice that settlement discussions concerning the Rate Case might 
commence on or after March 19, 2013. The Signatory Parties and RUCO were notified of the 
settlement discussion process, were encouraged to participate in the negotiations, and were 
provided with an equal opportunity to participate. Pursuant to the notice of settlement 
discussions, formal settlement discussions between the Signatory Parties and RUCO began on 
March 19, 2013 at the Commission’s offices, and were concluded that same day, with a 
settlement reached on all issues in the Rate Case by the Signatory Parties. The Signatory Parties 
believe that the settlement reached between them addresses many of the issues in the Rate Case 
raised by RUCO, but not all such issues. 

1 



1.7 The Signatory Parties agree that the negotiation process undertaken in this matter 
was open, transparent and inclusive of all Signatory Parties and RUCO, with each such party 
having an equal opportunity to participate. All Signatory Parties and RUCO, including their 
counsel and principal witnesses and representatives, attended and actively participated in all 
phases of the settlement discussions. This Agreement is a result of those meetings and the 
Signatory Parties’ and RUCO’s good faith efforts to settle all of the issues presented in this Rate 
Case. A material consideration by AWC in compromising its positions in the Rate Case is the 
ability to quickly move its Application to final determination by the Commission, so that the new 
rates as set forth in this Agreement and ordered by the Commission may be implemented at the 
earliest possible date. To this end, the Signatory Parties agree to expedite their efforts in 
advancing this matter before the Commission consistent with the Procedural Orders made in the 
Rate Case and Commission Rules. 

1.8 The purpose of this Agreement is to settle all issues presented in the Rate Case in 
a manner that will promote the public interest, provide for a prompt resolution of the issues, and 
allow expeditious implementation of the new rates as ordered by the Commission. 

1.9 The Signatory Parties agree that the terms of this Agreement will serve the public 
interest by providing a just and reasonable resolution of the issues presented by the Rate Case, 
establishing just and reasonable rates for AWC’s customers, and promoting the health, welfare 
and safety of AWC’s customers. Commission approval of this Agreement will further serve the 
public interest by allowing the Signatory Parties to avoid the expense and delay associated with 
continued litigation. The Signatory Parties believe the provisions set forth in this Agreement 
address the issues raised by RUCO, except as to the negotiated rate of return on common equity, 
set forth in Section 3.0 below, as it relates to 1) the impact of the System Improvement Benefits 
(“SIB”) mechanism, and 2) the negotiated rate design’s incorporation of a declining usage 
adjustment. 

1.10 The Signatory Parties agree to ask the Commission to (1) find that the terms and 
conditions of this Agreement are just and reasonable and in the public interest, along with all 
other necessary findings, and (2) approve the Agreement and order that the Agreement and the 
rates contained therein shall become effective at the earliest practicable date. 

2.0 REVENUE REQUIREMENT, RATE BASE, INCOME STATEMENTS AND 
ADJUSTMENTS TO SAME 

2.1 
Parties agree that: 

For ratemaking purposes and for the purposes of this Agreement, the Signatory 

2.2 AWC will receive an annual increase in revenues of $2,240,329, for an annual 
revenue requirement of $12,496,939; 

2.3 The FVRB, which is determined based on the Original Cost Less Depreciation 
Rate Base for purposes of this Rate Case, is $36,045,295. 

2 
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2.4 The breakdown of test year revenues of the Northern Group among the Navajo 
(Lakeside and Overgaard) and Verde Valley (Sedona, Pinewood and Rimrock) systems is set 
forth in Schedule A-1 attached and incorporated into the Agreement by this reference. 

2.5 The breakdown of FVRB of the Northern Group among the Navajo (Lakeside and 
Overgaard) and Verde Valley (Sedona, Pinewood and Rimrock) systems is set forth in Schedule 
B-1 attached and incorporated into the Agreement by this reference. 

2.6 The Pro Forma Adjustments applicable to FVRB for the Northern Group and the 
breakdown of such adjustments among the Navajo (Lakeside and Overgaard) and Verde Valley 
(Sedona, Pinewood and Rimrock) systems and the Phoenix Office and Meter Shop are set forth 
in Schedule B-2, including its appendix attached, which are incorporated into the Agreement by 
this reference. 

2.7 The Adjusted Test Year Operating Income applicable to the Northern Group and 
the breakdown of same among the Navajo (Lakeside and Overgaard) and Verde Valley (Sedona, 
Pinewood and Rimrock) systems are set forth in Schedule C-1 attached and incorporated into the 
Agreement by this reference. 

2.8 The Income Statement Pro Forma Adjustments applicable to the Northern Group 
and the breakdown of such adjustments among the Navajo (Lakeside and Overgaard) and Verde 
Valley (Sedona, Pinewood and Rimrock) systems are set forth in Schedule C-2, including its 
appendix attached, which are incorporated into the Agreement by this reference. 

2.9 The computation of the Gross Revenue Conversion Factor applicable to the 
Northern Group and the breakdown of such factor among the Navajo (Lakeside and Overgaard) 
and Verde Valley (Sedona, Pinewood and Rimrock) systems are set forth in Schedule C-3 
attached and incorporated into the Agreement by this reference.. 

3.0 COST OF CAPITAL 

3.1 For ratemaking purposes and for the purposes of this Agreement, the Signatory 
Parties agree that an appropriate return on common equity shall be 10.0%, an appropriate cost of 
long-term debt shall be 6.82%, and that a capital structure comprised of 48.9% long-term debt 
and 51.1% common equity shall be adopted, which equates to a weighted cost of debt of 3.33%, 
a weighted cost of common equity of 5.1 1 %, and an overall Weighted Average Cost of Capital 
of 8.44%, as set forth in Schedule D-1 attached and incorporated into the Agreement by 
reference. 

4.0 RATE DESIGN 

4.1 
Parties agree that: 

For ratemaking purposes and for the purposes of this Agreement, the Signatory 

4.2 The summary of changes in representative rate schedules by customer 
classification for the Navajo (Lakeside and Overgaard) and Verde Valley (Sedona, Pinewood 
and Rimrock) systems are set forth in Schedule H-3 attached and incorporated into the 
Agreement by this reference. 

3 
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4.3 The rate schedules for the Navajo (Lakeside and Overgaard) and Verde Valley 
(Sedona, Pinewood and Rimrock) systems set forth in Schedule H-3 attached and incorporated 
into the Agreement by this reference reflect certain post-Test Year declines in customer usage. 

4.4 The summary of a typical bill analysis, showing impact on bills from the 
settlement set forth in this Agreement for the Navajo (Lakeside and Overgaard) and Verde 
Valley (Sedona, Pinewood and Rimrock) systems is set forth in Schedule H-4 attached and 
incorporated into the Agreement by this reference. 

5 .O RATE CONSOLIDATION 

5.1 The Signatory Parties agree that AWC may complete the full consolidation of its 
Verde Valley (Sedona, Pinewood and Rimrock) system. 

6.0 SYSTEM IMPROVEMENT BENEFITS (91~77) MECHANISM 

6.1 Pursuant to the Commission’s directive, the Signatory Parties and RUCO 
participated in lengthy settlement discussions concerning a SIB Mechanism in AWC’s Eastern 
Group rate proceeding, Docket No. W-01445A-11-03 10. Those discussions resulting in a 
Settlement Agreement being docketed in that proceeding on April 1, 2013, a copy of which is 
attached as Exhibit 1 and incorporated by reference (the “SIB settlement”). In the SIB 
Settlement, the Signatory Parties agreed that the SIB mechanism discussed in the SIB Settlement 
may be used as a template in other proceedings. For ratemaking purposes and for the purposes 
of this Agreement, the Signatory Parties agree that the terms and conditions of the SIB 
Settlement as is ultimately approved by the Commission in Docket No. W-O1445A-11-3 10 shall 
be applicable to AWC’s Navajo (Lakeside, Pinetop Lakes, Overgaard and Forest Tome)  and 
Verde Valley (Sedona, Valley Vista, Pinewood and Rimrock) public water systems, and that the 
SIB mechanism adopted in the SIB Settlement shall be available to those systems under the 
terms and conditions set forth in the SIB Settlement, adjusted as appropriate to reflect the 
specific projects eligible for SIB treatment in the Pinetop Lakes, Overgaard, Sedona, Pinewood, 
and Rimrock public water systems. The Signatory Parties agree that all factors incorporated into 
the SIB Settlement and its application to AWC’s Northern Group in this proceeding have been 
carefully considered in reaching settlement on the Cost of Capital, as set forth in Section 3.0 
above. 

7.0 OTHER SETTLEMENT ISSUES 

7.1 The Signatory Parties agree on AWC’s Off-Site Facilities Fee as proposed in its 
Application and on the Company’s Off-site Facilities Fee Tariff Schedule in the form set forth on 
Exhibit 2 attached and incorporated into the Agreement by this reference. 

7.2 The Signatory Parties agree that that an Arsenic Cost Recovery Mechanism 
(“ACRM”) is authorized for AWC’s Navajo and Verde Valley systems. 

4 
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7.3 The Signatory Parties agree that AWC may defer its costs associated with 
implementing and performing its Commission approved Best Management Practices for recovery 
in a future general rate case, and that AWC should record such deferral of costs. 

8.0 COMMISSION EVALUATION OF PROPOSED SETTLEMENT 

8.1 This Agreement shall serve as a procedural device by which the Signatory Parties 
will submit their proposed settlement of AWC’s Rate Case Docket No. W-0144514-12-0348 to 
the Commission. 

8.2 All currently-filed testimony and exhibits, as well as the testimony in support of 
this Agreement anticipated by the Commission’s September 19, 2012 and February 14, 2013 
Procedural Orders, shall be offered into the Commission’s record as evidence. 

8.3 The Signatory Parties recognize that the Commission will independently consider 
and evaluate the terms of this Agreement. 

8.4 If the Commission issues an order adopting all material terms of this Agreement, 
such action shall constitute Commission approval of the Agreement. Thereafter, the Signatory 
Parties shall abide by the terms as approved by the Commission. 

8.5 The Signatory Parties agree to support and defend this Agreement, including 
filing testimony in support of the Agreement and presenting evidence in support of the 
Agreement at the hearing scheduled to begin on May 13, 2013, and will not oppose any 
provision of the Agreement in pre-filed or live testimony. The Signatory Parties agree to waive 
their rights to appeal a Commission Decision approving the same, provided that the Commission 
approves all material provisions of the Agreement. The Signatory Parties shall take reasonable 
steps to expedite consideration of the settlement, entry of a Decision adopting the settlement, and 
implementation of the rates anticipated in this Agreement and shall not seek any delay in the 
schedules set for consideration of the Agreement or for the Administrative Law Judge’s or 
Commission’s consideration of the settlement embodied in the Agreement. If the Commission 
adopts an order approving all material terms of this Agreement, the Signatory Parties will 
support and defend the Commission’s order before any court or regulatory agency in which it 
may be at issue. 

8.6 Consistent with any order of the Commission, AWC shall file compliance tariffs 
for Staff review and approval. Such compliance tariffs, however, will become effective upon the 
effective date of the rate increase stated in the Commission’s Order. 

8.7 If the Commission fails to issue an order adopting all material terms of this 
Agreement or adds new or different material terms to this Agreement or decides any issue or 
adopts any position in conflict with any material term of this Agreement, any or all of the 
Signatory Parties may withdraw from this Agreement, and such Signatory Party or Parties may 
pursue without prejudice their respective remedies at law. For the purposes of this Agreement, 
whether a term is material shall be left to the discretion of the Signatory Party choosing to 
withdraw from the Agreement. If AWC files an application for rehearing before the 
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Commission, Staff shall not be obligated to file any document or take any position regarding 
AWC’s application for rehearing. 

8.8 The Signatory parties recognize that Staff does not have the power to bind the 
Commission. For purposes of proposing a settlement agreement, Staff acts in the same manner 
as any party to a Commission proceeding. 

9.0 MISCELLANEOUS PROVISIONS 

9.1 The provisions set forth in the Agreement are made for purposes of compromised 
settlement only and shall not be construed as admissions against interest or waivers of litigation 
positions of the Signatory Parties in this Rate Case or related to other or future rate cases. 

9.2 This Agreement represents the Signatory Parties’ mutual desire to compromise 
and settle disputed issues in a manner consistent with the public interest. None of the positions 
taken in this Agreement by any of the Signatory Parties may be referred to, cited, or relied upon 
as precedent in any proceeding before the Commission, any other regulatory agency, or any court 
for any purpose except in furtherance of this Agreement. 

9.3 This case presents a unique set of circumstances and compromises to achieve 
consensus for settlement, participants may be accepting positions that, in other circumstances, 
they would be unwilling to accept. They are doing so because the Agreement, as a whole, with 
its various provisions for settling the unique issues presented by this case, is consistent with their 
long-term interests and with the broad public interest. The acceptance by any Signatory Party of 
a specific element of this Agreement shall not be considered as precedent for acceptance of that 
element in any other context. 

9.4 No Signatory Party is bound by any position asserted in negotiations, except as 
expressly stated otherwise in this Agreement. No Signatory Party shall offer evidence of 
conduct or statements made in the course of negotiating this Agreement before this Commission, 
or any other regulatory agency, or any court. 

9.5 Each of the terms and conditions of the Agreement is in consideration and support 
of all other terms. Accordingly, the terms are not severable. 

9.6 The Signatory Parties warrant and represent that each person whose signature 
appears below is fully authorized and empowered to execute this Agreement. 

9.7 The Signatory Parties acknowledge that they are represented by competent legal 
counsel and that they understand all of the terms of this Agreement and have had an opportunity 
to participate in the drafting of this Agreement and to fully review it with their counsel before 
signing, and that they execute this Agreement with full knowledge of the terms of the 
Agreement. 

9.8 This Agreement may be executed in any number of counterparts and by each 
individual Signatory Party on separate counterparts, each of which when so executed and 
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7ll Executed this E day of April, 201 3. 

ARIZONA WATER COMPANY 

~ PXO lDOCS\737421.1\C030730\0336478 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

By: 
Name:-,, 
T+". 
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delivered shall be deemed an original and all of which taken together shall constitute one and the 
same instrument. This Agreement may also be executed electronically or by facsimile. 

9.9 To the extent any provision of this Agreement is inconsistent with any existing 
Commission order, rule or regulation, this Agreement shall control. 

Executed this day of April, 20 13. 

ARIZONA WATER COMPANY 

By : 
Name: 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

7 
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EXHIBIT 1 



bRIZONA WATER COMPANY 

PIf iSE 2--EASTERI GROUP GENERAL RATE CASE 

SETTLEMENT AGREEMENT 
REGARDING DISTRIBUTION SYSTEM IMPROVEMENT CHARGE (“DSIC”) 

AND OTHER DSIC-LIKE PROPOSALS 

Docket No. W-01445A-11-0310 



SETTLEMENT AGREEMENT ON DSIC AND DSIC-LIKE PROPOSALS 
AND 

LIST OF SIGNATORY PARTIES 

The purpose of this Settlement Agreement (“Agreement”) is to settle specific, identified 
remaining issues related to Phase 2 of Docket No. W-O1445A-11-0310, Arizona Water 
Company’s (“AWC” or “Company”) application to increase rates for its Eastern Group of 
systems as identified in its August 5, 2011 application (“Rate Case”). These remaining issues 
relate to a DSIC proposal presented by AWC in the Rate Case and the parties’ responses to that 
proposal, including presentation of DSIC-like proposals. This Agreement is entered into by the 
following entities: 

.. . 
Arizona Water Company 

Arizona Corporation Conmission Utilities Division (“Stafr) 

Global Water - Palo Verde Utilities Company, Global Water - Santa Cruz Water Company, 
Valencia Water Company- Town Division, Valencia Water Company - Greater Buckeye 

Division, Water Utility of Greater Tonopah, Willow Valley Water Co. and Water Utility of 
Northern Scottsdde (collectively the “Global Utilities”) 

EPCOR Water Arizona Inc. 

Rio Rico Utilities, Inc. dba Liberty Utilities (‘bLiberty Utilities”) 

The Water Utility Association of Arizona (“WUAA”) 

Arizona Investment Council (“AIC”) 

These entities shall be referred to collectively as the “Signatory Parties.” 

I 2 



TERMS AND CONDITIONS 

In consideration of the promises and agreements contained in this Agreement, the 
Signatory Parties agree that the following numbered sections and subsections, including attached 
exhibits and schedules, comprise the Signatory Parties’ Agreement. 

1.0 RECITALS 
I 

1.1 Docket No. W-O1445A-11-0310 was commenced by the filing of a rate 
application by AWC on August 5, 201 1. AWC’s application (“Application”), among other 
relief, proposed that the Arizona Corporation Commission (“ACC” or “Commission”) adopt a 
Distribution System Improvement Charge ~‘DSI”’). 

1.2 Foliowing a sufficiency finding by Staff on September 6, 201 1, RUCO filed an 
AppIication to Intervene on September 14, 20 1 1. Kathie Wyatt filed an AppIication to Intervene 
on October 20: 201 1. 

1.3 The Administrative Law Judge granted the applications to intervene filed by 
RUCO and Kathie Wyatt. No other persons or entities intervened in the Rate Case or 
participated in the proceedings until after the Commission entered its Decision No. 73736 on 
February 20, 2013. 

1.4 The Administrative Law Judge scheduled an evidentiary hearing on the 
Application to commence on May 14, 2012. The evidentiary hearing closed on May 24,2012. 
Testimony and exhibits were presented by AWC, RUCO, and S W .  Kathie Wyatt did not 
appear. 

1.5 Following post-hearing briefing, the Administrative Law Judge issued a 
Recommended Opinion and Order (“ROO”) on January 30, 2013. AWC and RUCO filed 
exceptions to the ROO and Staff responded to AWC’s exceptions. In addition, amendments to 
the ROO were presented at the Open Meeting at which the Commission considered the ROO on 
February 12, 2013. At the Open Meeting on that date, the Commission voted 5-0 to adopt 
Decision No. 73736, and reopened intervention for the limited purpose of discussing AWC’s 
DSIC proposal, other DSIC-like proposals, and the possibility of achieving a settlement or 
compromise on the two. On February 21, 2013, the Administrative Law Judge issued a 
Procedural Order setting forth a schedule for the determination of the remaining issues in Phase 
2 of the Rate Case (the “Phase 2 Proceedings”). 

1.6 The Global Utilities, EPCOR Water Arizona Inc., Liberty Utilities, WUAA, 
Arizona Investment Council and the City of Globe moved to intervene and were granted 
intervention in the Phase 2 Proceedings. Staff filed a notice of settlement discussions on 
February 21,2013, setting settlement discussions in the Phase 2 Proceedings for March 4,2013. 
The Signatory Parties and Kathie Wyatt were notified of the settlement discussion process, were 
encouraged to participate in the negotiations, and were provided with an equal opportunity to 
participate. Formal settlement discussions between the Signatory Parties began on the scheduled 
date of March 4,20 13. Kathie Wyatt did not appear or participate. A settlement was reached on 
a11 issues in the Phase 2 Proceedings by the participating Signatory Parties. 

736346.1\0324022 3 



1.7 The Signatory Parties agree that the negotiation process undertaken in this matter 

equal opportunity to participate. All Signatory Parties attended and actively participated in the 
settlement discussions. This Agreement is a result of those meetings and the Signatory Parties’ 
good faith ef€orts to settle alI of the issues presented in the Phase 2 Proceedings. 

I 

I 
was open, transparent and inclusive of all Signatory Parties, with each such party having an 

i 
1.8 The purpose of this Agreement is to document the settlement of all issues 

presented in the Phase 2 Proceedings in a manner that will promote the public interest and 
provide for aprompt resolution of the issues on the schedule ordered by the Commission. 

1.9 The Signatory Parties agree that the terms of this Agreement will serve the public 
interest by providing a just and reasonable resolution of the issues presented in the Phase 2 
Proceedings and promoting the health, welfare and safety of customers. Commission approval 
of this Agreement will further serve the public interest by aIlowing the Signatory Parties to avoid 
the expense and delay associated with continued litigation of the Phase 2 Proceedings. 

The Signatory Parties agree to ask the Commission to (1) fmd that the terms and 
conditions of this Agreement are just and reasonable and in the public interest, along with all 
other necessary findings, and (2) approve the Agreement and order that the Agreement and the 
System Improvement Benefits (“SIB“) mechanism contained herein shall become effective at the 
earliest practicable date. 

1.10 

2.0 SYSTEM IMPROVEMENT BENEFITS (“SIB”) MECHANISM 

2.1 It is necessary for AWC to undertake a variety of system improvements in order 
to maintain adequate and reliable service to existing customers. AWC is also required to 
complete certain system improvements in order to comply with requirements imposed by law. 
The Signatory Parties acknowledge that these projects are necessary to provide proper, adequate 
and reliable service to existing customers; are not designed to serve or promote customer grotlrth, 
and will not comprise an upgrade or expansion of existing plant unless justified for existing 
customers per Section 6.3.3. 

2.2 Both the cost of these projects and the timing of their proposed completion and 
other factors set forth in the record create a circumstance for AWC that justifies die 
implementation of a SIB mechanism. 

2.3 For ratemaking purposes and for the purposes of this Agreement, the Signatory 
Parties agree that the Commissioii may authorize a SIB mechanism for AWC in Docket W- 
01 45SA-I 1-03 10. The SIB mechanism is a ratemaking device designed to provide for the timely 
recovery of the capital costs (depreciation expense and pre-tax return on investment) associated 
with distribution system improvement projects meeting the requirements contained herein and 
that have been completed and placed in service and where costs have not been included for 
recovery in Decision No. 73736. 

I 2.4 A fist of these projects and an estimation of the capital costs of each is set forth in 
SIB Plant Table I, attached hereto as Exhibit A 

, 
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2.5 AWC may seek a SIB surcharge for projects on SIB Plant Table I that have been 
completed and placed into service, per SIB Plant Table I1 (Exhibit C). 

3.0 CALCULATION OF AMOUNTS TO BE COLLECTED BY THE SIB 
SURCHARGE 

3.1 Tlie amount to be collected by the SIB surcharge (;‘SIB Authorized Revenue”) 
shall be equal to the SIB revenue requirement minus the SIB efficiency credit. 

3.2 The SEI revenue requirement is equal to the required pre-tax retuni on investment 
and depreciation expense associated with SIB-eligible projects that have been completed and 
placed into service, per SIB Plant Table 11 (Exhibit C), net of associated retirements. For such 
calculation: 

3.2.1 The required rate of return is equal to the overall rate of return authorized 
in Decision No. 73736. 

3.2.2 The gross revenue conversion factor/tax multiplier is equal to the gross 
revenue conversion facturltax multiplier approved in Decision No. 73 736 and; I 

3.2.3 The applicable depreciation rate(s) is equal to the depreciation rate(s) 
approved in Decision No. 73736. 

3.3 The SIB Efficiency Credit shall be equal to five percent of the SIB revenue 
requirement. 

3.4 The amount to be,collected by each SIB surcharge filing shall be capped annually 
at five percent of the revenue requirement authorized in Decision No. 73736. 

4.0 TIMING AND FREQUENCY OF SIB FILINGS 

I 4.1 
Parties agree that: 

For ratemaking purposes and for purposes of this Agreement, the Signatory 

4.2 AWC may make its initial SIB surcharge filing no earlier than twelve months 
after the entry of Decision No. 73736. 

4.3 Any subsequent SIB surcharge filings shall be made within sixty (60) days of the 
end of the previous-twelve (12)-month SIB surcharge period, 

4.4 AWC may make no more than one ( I )  SIB surcharge filing every twelve (12) 
months, 

4.5 
decisions. 

AWC is permitted no more than five (5) SIB surcharge filings between rate case 
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4.6 Unless otherwise authorized by the Commission, AWC (Eastern Group) shall be 
required to file its next general rate case no later than August 3 1, 20 16 with a test year ending no 
later than December 3 1 , 20 1 5 .  

4.7 Any SIB surcharges that are in effect shall be reset to zero upon the date new rates 
become effective in AWC’s next general rate case. 

4.8 Every six (6) months AWC shall file a report with Docket Control delineating the 
status of all SIB eligible projects listed per SIB Plant Table I above, and may include 
modifications to that list for approval by the Commission using the process referenced in Section 
6.0. 

4.9 AWC shall make an annual SIB surcharge filing to true-up its collections under 
the SIB surcharge and establish the surcharge for the new surcharge period. A new SIB 
surcharge may be combined with an existing SIB surcharge such that a single SIB surcharge and 
SIB efficiency credit are shown on a customer’s bill. 

5.0 RECONCILIATION AND TRUE-UPS 

5.1 “lie revenue collected by the SIB surcharge over the~preceding twelve months 
shall be trued-up and reconciled with the SIB Authorized Revenue for that period. 

5 . 2  For each twelve (12) month period that a SIB surcharge is in effect, AWC shall 
reconcile the amounts collected by the SIB surcharge with the SIB Authorized Revenue, for that 
twelve (1 2)-month period, consistent with Schedule B, attached hereto as Exhibit B. 

5.3 Any under- or over-collected SIB revenues shall be recovered or refunded, 
without interest, over a twelve-month period by means of a fixed monthly true-up surcharge or 
credit. 

5.4 Starting with the second annual SIB surcharge, where there are overfunder- 
collected balances related to the previous annual SIB surcharge, sucli ovedunder-collected 
balances shall be carried over to the next year, and capped to the extent annual revenues do not 
exceed the five percent cap. If, after the five year period there remains an over/under-collected 
balance, such balance shall be reset to zero, and any ovedunder-collected balance shall be 
addressed in the Company’s next rate case for the Eastern Group. 

6.0 ADDING PROJECTS TO SIB PLANT TABLE I 

6.1 For ratemaking purposes and for purposes of this Agreement, the Signatory 
Parties agree that AWC, during the period to which the SIB applies, may request Commission 
authorization to modi@ or add other projects to SIB Plant Table I. Such additional projects may 

~ 

I 
I 

be added to SIB Plant Table f if they satisfy the criteria set forth in Paragraphs 6.3,6.3, and 6.4. 



6.2 To be eligible for SIB recovery, an  asset must be utility plant investment that 
represents expenditures made by the Company to maintain or improve existing customer service 
and system reliability, integrity and safety. EIigible plant additions are limited to replacement 
projects. The costs of extending facilities or capacity to serve new customers are not recoverable 
through the SIB mechanism. 

6.3 To be eIigible for SIB recovery, a project must be a distribution system 
improvement that satisfies at least one of the following criteria: 

6.3.1 Water loss for the system exceeds ten (10) percent, as calculated by the 
following formula: 

6.3.1.1 ((Volume of Water Produced - (Volume of Water Sold + 
Volume of Water Put to Beneficial Use))/(Volume of Water Produced)). If the Volume of Water 
Put to Beneficial Use is not metered, it shall be established in a reliable, verifiable manner; 

6.3.2 Water Utility plant assets have remained in service beyond their useful 
service lives (based on that system’s authorized utility plant depreciation rates) and are in need 
of replacement due to being worn out or in a deteriorating condition through no fault of the 
company; 

6.3.3 Any other engineering, operational or financial justification supporting 
the need for a plant asset replacement, other than AWC’s negligence or improper maintenance, 
including, but not limited to: 

6.3.3.1 A documented increasing level of repairs to, or failures of, a 
plant asset justifying its replacement prior to reaching the end of its useful service life (e.g. black 
poly Pipe); 

6.3.3.2 Meter replacements for systems that have implemented a meter 
testing and maintenance program in compliance with A.A.C. R14-2-408 (E); 

6.3.3.3 Meters replaced in a system for the purpose of complyiiig with 
the U.S. Environmental Protection Agency’s Reduction of Lead in Drinking Water Act of 2010; 
and 

6.3.3.4 Assets that are required to be moved, replaced or abandoned by 
a governmental agency or political subdivision if AWC cm show that it has made a good faith 
effort to seek reimbursement for all or part of the costs incurred. 

6.4 To be eligible for SIB treatment, a project must be a distribution system 
improvement with assets to be classified in the following plant categories: 

6.4.1 Transmission a i d  Distribution Mains; 

6.4.2 Fire Mains; 
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6.4.3 Services, including Service Connections; 

6.4.4 Valves and Valve Structures; 

6.4.5 Meters and Meter Installations; 

6.4.6 Hydrants 

6.5 With a request to modify or add projects to SIB Plant Table I, AWC shall provide 
a proposed order for Commission consideration. Staff and RUCO shall have 30 days to object to 
the projects AWC is seeking to include in its revised SIB Plant Table I. Staff shall promptly 
process AWC’s request and shall docket any Staff recommendations to the Commission within 
thirty days after AWC has filed its request. If there is no objection to AWC’s request, that 
request shall be placed on an open meeting agenda at the earliest practical date. 

7.0 SIB SURCHARGE FXLIKG REQUIREMENTS 

7.1 For ratemdung purposes and for all purposes of this Agreement, the Signatory 
Parties agree that AWC shall include the following information with each SIB surcharge filing: 

7.1.1 A schedule (an example of which is attached hereto as Exhibit C, SIB 
Plant Table 11) showing the SIB eligible projects completed for which AWC seeks cost recovery. 
Such projects must 1) be projects set forth in AWC’s initial SIB Plant Table I or have been added 
to said SIB Plant Table I pursuant to Section 6.0 of this agreement; 2) have been completed by 
AWC; and 3) be actually serving customers. 

7.1.2 SIB Schedule A (an example of which is attached hereto as Exhibit D), 
showing a calculation of the SIB revenue requirement and SIB efficiency credit, as well as the 
individual SIB fixed surcharge calculation; 

7.1.3 SIB Schedule B (an example of which is attached hereto as Exhibit B), 
showing the overall SIB revenue true-up calculation for the prior twelve-month SIB surcharge 
period, as well as the individual SIB fixed true-up surcharge or credit calculation; 

7.1.4 SIB Schedule C (an example of which is ‘attached hereto as Exhibit E) 
showing the effect of the SIB surcharge on a typical residential customer bill; 

7.1.5 SIB Plant Table 11, summarizing SIB-eligible projects completed and 
included in the current SIB surcharge filing. 

7.1.6 SIB Plant Table I (an example of which is attached hereto as Exhibit A), 
summarizing SIB-eligible projects contemplated for the next twelve (1 2)-rnonth SIB surcharge 
period . 
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I . .  

7.1.7 SIB Schedule D (an example of which is attached as Exhibit F) showing 
an analysis of the impact of the SIB Plant on the fair vaIue rate base, revenue, and the fair value 
rate of return as set forth in Decision No. 73736. 

7.1.8 A proposed order for the Commissioii’ s consideration. 

7.2 At least 30 days prior to the SIB surcharge becoming effective, AWC shall 
provide public notice in the form of a billing insert or customer letter which includes the 
following information: 

7.2.1 The individual SIB surcharge amount, by meter size; 

7.2.2 The individu.al SIB efficiency credit, by meter size; 

7.2.3 Any individual SIR true-up surcharge or credit, by meter size; and 

7.2.4 A summary of the projects included in the current SIEl surcharge filing, 
inchding a description of each project and its cost. 

8.0 RATE DESIGN 

8.1 The SIB fixed surcharge/rate design shall be calculated as follows: 

8.1.1 The SIB surcharge shall be a fixed monthly surcharge containing a SIB 
fixed surcharge and the SIB efficiency credit as its two components. 

8.1.2 The SIB surcharge shall be calculated by dividing the overall SIB revenue 
requirement by the number of 5/8-inch equivalent meters serving active customers at the end of 
the most recent twelve (12) month period, and shall increase with meter size based on the 
following meter capacity multipliers: 

8.1.2.1 

8.1.2.2 

8.1.2.3 

8.1.2.4 

8.1.2.5 

8.1.2.6 

5/8-inch x %-inch 1.0 times 

1 -inch 

1 %-inch 

2-inch 

3-inch 

4-inch 

2.5 times 

5 times 

8 times 

16 times 

25 times 
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I 8.1.2.7 6-inch 50 times 

8.1.2.8 8-inch 80 times 

8.1.2.9 1 0-inch & above 11 5 times 
I 8.2 The SIB surcharge shall apply to all of AWC’s metered general service 

customers, including private fire service customers. 

9.0 SXB SURCHARGE IMPLEMENTATION 

9.1 
Parties agree that: 

9.2 

For ratemaking purposes and for all purposes of this Agreement, the Signatory 

AWC’s SIB surcharges and SIB true-up surchargedcredits shall not become 
effective unless approved by the Commission. 

9.3 AWC shall provide a proposed order with each SIB surcharge filing for the 
Commission’s consideration. 

9.4 Staff and RUCO shall have thirty (30) days from the date a SIB surcharge filing is 
made by AWC to review the amount of the SIB surcharge or SIB tiue-up surcharge or credit, and 
dispute and/or file a request for the Commission to alter the SIB surcharge or SIB true-up 
surcharge/credit. If no objection is filed to AWC’s request within the thirty-day timeframe, the 
request shall be placed on an open meeting agenda at the earliest practicabie date. 

10.0 C0,MMISSION REVIEW OB SIB MECHANISM 

10.1 For ratemalung purposes and for all purposes of this Agreement, the Signatory 
Parties agree that the Commission may determine that good cause exists to suspend, terminate or 
modify AWC’s SIB mechanism, after the affected parties are xfforded due process and an 
opportunity to be heard prior to any suspension, termination, or modification of the SIB 
mechanism. 

10.2 The Signatory Parties agree that, although the SIB mechanism discussed in this 
agreement may be used as a template in other rate proceedings, it is specific to AWC in Docket 
W-01455A-11-0310. The Signatory Parties further agree that Staff may recommend andor that 
any utility may apply to the Commission for a similar SIB mechanism for projects meeting the 
criteria outlined herein in a fulI rate case application. 

I 
I 

~ 11.0 COMMISSION EVALUATION OF PROPOSED SETTLEMENT 
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11.1 Tnis Agreement shall serve as the procedural device by which the Signatory 
Parties will submit their proposed settlement of the Phase 2 Rate Proceeding to the Commission. 
Nothing herein is intended to amend or supersede Decision No. 73736, which Decision is final in 
every respect. 

11.2 All currently-filed testimony and exhibits, as well as the testimony in support of 
this Agreement anticipated by the Commission’s February 21, 2013 Procedural Order, shall be 
offered into the Commission’s record as evidence. All Signatory Parties waive the filing and 
submission of surrebuttal testimony and exhibits from Staff and Intervenors, and the filing and 
submission of rejoinder testimony and exhibits from AWC. 

11.3 The Signatory Parties recognize that the Commission will independently consider 
and evaluate the terms of this Agreement. 

11.4 If the Commission issues an order adopting all material terms of this Agreement, 
such action shall constitute Commission approval of the Agreement. Thereafter, the Signatory 
Parties shall abide by the terms of this Agreement, as approved by the Commission. 

1LS The Signatory Parties agree to support and defend this Agreement, including 
filing testimony in support of the Agreement and presenting evidence in support of the 
Agreement at the hearing in the Phase 2 Proceedings scheduled to begin on April 8, 2013, and 
will not oppose any provision of the Agreement in pre-filed or live testimony. The parties agree 
to waive their rights to appeal a Commission Decision approving the same, provided that the 
Comiission approves all material provisions of the Agreement. The Signatory Parties shall take 
reasonable steps to expedite consideration of the settlement, entry of a Decision adopting the 
settlement, and implementation of the mechanism anticipated in this Agreement, and shall not 
seek any delay in the schedules set for consideration of the Agreement or for the Administrative 
Law Judge’s or Commission’s consideration of the settlement embodied in the Agreement. If 
the Comnission adopts an order approving all material terms of tliis Agreement, the Signatory 
Parties will support and defend the Comission’s order before any court or regulatory agency in 
which it may be at issue. 

11.6 If the Commission fails to issue an order adopting a11 material terms of this 
Agreement or adds new or different material terms to this Agreement, any or all of the Signatory 
Parties may withdraw from this Agreement, and such Signatory Party or Parties may pursue 
without prejudice their respective remedies at law. For the purposes of this Agreement, whether 
a term is material shall be left to the discretion of the Signatory Party choosing to withdraw from 
the Agreement. If a Signatory Party files an application for rehearing before the Commission, 
Staff shall not be obligated to file any document or take any position regarding the withdrawing 
Signatory Party’s application for rehearing. 

11.7 The Signatory parties recognize that Staff does got have the power to bind the 
Commission. For purposes of proposing a settlement agreement, Staff acts in the same manner 
as any party to a Commission proceeding. 

12.0 MISCELLANEOUS PROVISIONS 



12.1 The provisions set forth in the Agreement are made for purposes of settlement 
only and shall not be construed as admissions against interest or waivers of litigation positions of 
the Signatory parties in this proceeding or related to other or future rate cases. 

12.2 This Agreement represents the Signatory Parties' mutual desire to settle disputed 
issues in a manner consistent with the public interest. None of the positions taken in h s  
Agreement by any of the Signatory Parties may be relied upon as precedent in any proceeding 
before the Commission, any other regulatory agency, or any  court for any purpose except in 
furtherance of this Agreement. 

12.3 This case presents a unique set of circumstances and to achieve consensus for 
settlement, participants may be accepting positions that, in other circumstances, they would be 
unwilling to accept. They are doing so because the Agreement, as a whole, with its various 
provisions for settling the unique issues presented by this case, is consistent with their long-term 
interests and with the broad public interest. The acceptance by any Signatory Party of a specific 
element of this Agreement shall not be considered as precedent for acceptance of that element in 
any other context. 

12.4 No Signatory Party is bound by any position asserted in negotiations, except as 
expressly stated otherwise in this Agreement. No Signatory Party shall offer evidence of 
conduct or statements made in the course of negotiating this Agreement before this Commission, 
or any other regulatory agency, or any court, 

12.5 Each of the'terms and conditions of the Agreement is in consideration and support 
of all other terms. Accordingly, the te,ms are not severable. 

11.6 The Signatory Parties warrant and represent that each person whose signature 
appears below is fully authorized and empowered to execute this Agreement. 

12.7 The Signatory Parties acknowledge that they are represented by competent legal 
counsel and that they understand all of the terms of this Agreement and have had an opportunity 
to participate in the drafting of this Agreement and to fully review it with their counsel before 
signing, and that they execute this Agreement with full knowledge of the terms of the 
Agreement, 

12.8 T h i s  Agreement may be executed in any number of counterparts and by each 
individual Signatory Party on separate counterparts, each of which when so executed and 
delivered shall be deemed an original and all of whch taken together shall constitute one and the 
same instrument. This Agreement may also be executed electronicalIy or by facsimile. 

12.5) To the extent any provision of this Agreement is inconsistent with any existing 
Commission order, rule or regulation, this Agreement shall control. 
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Executed this day of April, 20 I 3,  

ARLZONA WATER COMPANY 

ARIZONA CORPORATION COMMISSION 
UTILITIES DNISION 

11s; 

GLOBAL WATER - PAL0 VERDE UTILITIES 
COMPANY 

By: 
Name: 

L .  . 
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Executed. this day of March, 20 13 

ARIZONA WATER COMPANY 

By: 
Name: 
Its: 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

By: 
Name: 
Its: Ur, c / 3 &  A d/4-) PI.) 

GLOBAL WATER - PAL0 VERDE 
COMPANY 

UTILITIES 

By: 
‘Name: 
Its: 

13 



Executed this - clay of Mt.11.ch,2013. 

ARIZONA WATER COMPANY 

By: 
Name : 
r 4 - .  

ARIZONA CORPORATION COMMISSION 
u m I - r i E s  DIVISION 

GLOBAL w4um - PALO VERDE LJTILITIES 
COMPANY 

Its: Vice-President 

13 



GLOBAL WA'T'ER - SANTA CRUZ WATER 
00MPA.NY 

) 
\> Nam;: Rnn Fleming 

ICs: Vice-Presidair . . I. .. 

VALENCIA WATER COMPANY - TOWN 
DIVT SXON 

Its: Vice-President *" ~... ... 

VALENCIA WATER COMPANY - GREATER 
BUCKEYE DIVISION 

// Its: Vice-Presided .-* 

WATER UTILITY OF GREATER TONOPAH 

W1.L i ,OW VALLEY WATER CO, 

. ,  
. .  . .  

.. . . . .  - .  . .. 
. .  



WATER UTILITY OF NORrHJ3.N 
s C0'I"'I'S DALE 

Its: Vice- Psesident I' 

EPCOIi WA'I'EII AJUONA. INC. 

By: 
Name: 

N O  RICO UTILITTES, IXC. dba 
U'I'LLITIES 

LIBERTY 

By: 
h * a m  : 
Its: ---- 

TEE WATER trrrLIn ASSOCIATION OF 
ARIZONA 

NZIZONA INVESTMENT COUNC3L 

IS 



WATfZR UTILITY OF NORTHERN 
SCOTTSDALE 

By: 
Name: 

EPCOR WATER ARIZONA, INC. 

N O  REO UTILITIES, INC. dba LIBERTY 
UTILITIES 

By: 
Name: 

THE WATER UTILITY ASSOCIATION OF 
ARIZONA 

ARIZONA INVESTMENT COUNCIL 

By: 
Name: 

15 



WATER UTILITY OF NORTHZRN 
SCOTTSDALE 

By: 
Name: 
16". 

mmx WATER ARIZONA, LNC. 

By: 

N O  RICO UTILITIES, NC. dba LIBERTY 
UTILITIES 

"€€E WATER UTILITY ASSOCIATION OF 
ARIZONA 

Name: 
Ils: 

ARIZONA INVESTMENT COUNCIL 

By: 
Name: 

15 



WATER UTILITY 
SCOTTSDALE 

OF NORTHERN 

D... 

EPCOR WATER M O N A ,  INC. 

By: 
Name: 

RIO RICO UTILITIES, INC. dba LIBERTY 
UTILITIES 

Its: 

THE WATER UTILITY ASSOCIATION OF 
ARIZONA 

M O N A  INVESTMENT COUNCIL 

15 
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TARIFF SCHEDULE 

ARIZONA WA TER COMPANY 
Filed by: William M. Garfield 
Title: President 
Date of Original Filing 
System(s): Sedona PWS No. 03-003& 
Valley Vista PWS No. 13-1 14 
(VERDE VALLEY DIVISION / SEDONA) 

A.C.C. No. 
Cancelling A.C.C. No. 
Tariff or Schedule No. 
Filed: 
Effective: 

OFF-SITE FACILITIES FEE (WATER) 

1. Purpose and Applicability 

The purpose of the off-site facilities fees payable to Arizona Water Company (“the 
Company”) pursuant to this tariff is to equitably apportion the costs of constructing 
additional off-site facilities necessary to provide water production, treatment, delivery, 
storage and pressure among all new service connections. These charges are 
applicable to all new service connections established after the effective date of this tariff 
undertaken via Main Extension Agreements or requests for service not requiring a Main 
Extension Agreement. The charges are one-time charges and are payable as a 
condition to Company’s establishment of service, as more particularly provided below. 

I I .  Definitions 

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the 
Arizona Corporation Commission’s (“Commission”) rules and regulations governing 
water utilities shall apply in interpreting this tariff schedule. 

“Applicant” means any party entering into an agreement with Company for the 
installation of water facilities to serve new service connections, including Developers 
andlor Builders of new residential subdivisions and/or commercial and industrial 
properties. 

“Company” means Arizona Water Company. 

“System” means Public Water System (“PWS1’), as defined by Arizona Department of 
Environmental Quality. 

“Main Extension Agreement” means any agreement whereby an Applicant agrees to 
advance the costs of the installation of water facilities necessary for the Company to 
serve new service connections within a development, or installs such water facilities 
necessary to serve new service connections and transfer ownership of such water 
facilities to the Company, which agreement shall require the approval of the 
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ARlZONA WATER COMPANY 
OFF-SITE FACILITIES FEE (WATER) (continued) 

Commission pursuant to A.A.C. R-14-2-406, and shall have the same meaning as 
“Water Facilities Agreement” or “Line Extension Agreement.” 

“Off-site Facilities” means wells, storage tanks, water treatment facilities, that are not 
otherwise supported by an Arsenic Cost Recovery Mechanism (“ACRM”), and related 
appurtenances and equipment necessary for proper operation of such water treatment 
facilities, including engineering and design costs. Off-site facilities may also include 
booster pumps, pressure tanks, transmission mains and related appurtenances and 
equipment necessary for proper operation of such facilities if these facilities are not for 
the exclusive use of the applicant and will benefit the entire water system (Either all of 
Valley Vista or all of Sedona). 

“Service Connection” means and includes all service connections for single-family 
residential or commercial, industrial other uses, regardless of meter size. 

111. Off-Site Water Facilities Fee 

For each new service connection, the Company shall collect an off-site facilities fee 
derived from the following table: 

1- OFF-SITE FACILITIES FEE TABLE 

IV. Terms and Conditions 

(A) Assessment of One Time Off-Site Facilities Fee: The off-site facilities fee may be 
assessed only once per parcel, service connection, or lot within a subdivision (similar to 
meter and service iine’ installation charge). These charges are not applicable to 
additional service connections that are established as back-up connections, under the 
condition that these service connections are not to be used at the same time. 

(B) Use of Off-Site Facilities Fee: Off-site facilities fees may only be used to pay for 
capital items of off-site facilities or for repayment of loans obtained to fund the cost of 
installation of off-site facilities. Off-site facilities fees shall not be used to cover repairs, 

Page 2 of 4 
c ~USERS~WVANCLEVE\APPOATA\LOCAL\MICROSO~W~NDOWS\TEMPO~RY Internet Rles\Conlenl Out lookU(LSL8l2P~0SFF~w SElTLEMENT . FINAL (2). ~ O C X  
JOH HAC I411512013 2 28 PM 

I 



ARIZONA WATER COMPANY 
OFF-SITE FACILITIES FEE (WATER) (continued) 

maintenance, or operational costs. The Company shall record amounts collected under 
tariff as Contributions in Aid of Construction (“CIAC”); however, such amounts shall not 
be deducted from rate base until such amounts have been expended for utility plant. 

(C) Time of Pavment: I 
(I) For those requiring a Main Extension Aqreement: In the event that the Applicant is 

required to enter into a Main Extension Agreement, whereby the Applicant agrees to 
advance the costs of installing mains, valves, fittings, hydrants and other on-site 
improvements or construct such improvements in order to extend service in 
accordance with R-I  4-2-406(5), payment of the off-site facilities fees required 
hereunder shall be made by the Applicant no later than 15 calendar days after 
receipt of notification from the Company that the Utilities Division of the Arizona 
Corporation Commission has approved the Main Extension Agreement in 
accordance with R-14-2-406(M). Except for those off-site facilities excluded from the 
definition above, Off-site Facilities shall not be included in the Main Extension 
Agreement. 

(2) For those connecting to an existina main: In the event that the Applicant is 
not required to enter into a Main Extension Agreement, the off-site 
facilities fee charges hereunder shall be due and payable at the time the 
meter and service line installation fee is due and payable. 

(D) Off-Site Facilities Construction Bv Developer: Company and Applicant may 
agree to construction of off-site facilities necessary to serve a particular development by 
Applicant, which facilities are then conveyed to Company. In that event, Company shall 
credit the total cost of such off-site facilities as an offset to off-site facilities fees due 
under this Tariff. If the total cost of the off-site facilities constructed by Applicant and 
conveyed to Company is less than the applicable off-site facilities fees under this Tariff, 
Applicant shall pay the remaining amount of off-site facilities fees owed hereunder. If 
the total cost of the off-site facilities contributed by Applicant and conveyed to Company 
is more than the applicable off-site facilities fees under this Tariff, Applicant shall be 
refunded the difference upon acceptance of the off-site facilities by the Company. 

(E) Failure to Pav Charqes; Delinquent Pavments: The Company will not be 
obligated to make an advance commitment to provide or actually provide water service 
to any Applicant in the event that the Applicant has not paid in full all charges 
hereunder. Under no circumstances will the Company set a meter or otherwise allow 
service to be established if the entire amount of any payment due hereunder has not 
been paid. 

(F) Large Subdivision and/or Development Proiects: In the event that the Applicant 
is engaged in the development of a residential subdivision and/or development 
containing more than 150 lots, the Company may, in its discretion, agree to payment of 
off-site facilities fees in installments. Such installments may be based on the residential 
subdivision and/or development’s phasing, and should attempt to equitably apportion 
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ARIZONA WATER COMPANY 
OFF-SITE FACILITIES FEE (WATER) (continued) 

the payment of charges hereunder based on the Applicant’s construction schedule and 
water service requirements. In the alternative, the Applicant shall post an irrevocable 
letter of credit in favor of the Company in a commercially reasonable form, which may 
be drawn by the Company consistent with the actual or planned construction and hook 
up schedule for the subdivision and/or development. 

(G) 
as off-site facilities fees shall be non-refundable contributions in aid of construction. 

Off-Site Facilities Fees Non-refundable: The amounts collected by the Company 

(H) Use of Off-Site Facilities Fees Received: All funds collected by the Company as 
off-site facilities fees shall be deposited into a separate interest bearing bank account 
and used solely for the purposes of paying for the costs of installation of off-site 
facilities, including repayment of loans obtained for the installation of off-site facilities 
that will benefit the entire water system (either all of Valley Vista or Sedona). 

(I) Off-Site Facilities Fee in Addition to On-site Facilities: The off-site facilities fee 
shall be in addition to any costs associated with the construction of on-site facilities 
under a Main Extension Agreement. 

(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities 
are constructed utilizing funds collected pursuant to this tariff, or if the off-site facilities 
fee tariff has been terminated by order of the Arizona Corporation Commission, any 
funds remaining in the bank account shall be refunded. The manner of the refund shall 
be determined by the Commission at the time a refund becomes necessary. 

(K) Fire Flow Requirements: In the event the Applicant for service has fire flow 
requirements that require additional facilities not covered by this tariff, such additional 
facilities shall be constructed under a separate Main Extension Agreement as a non- 
refundable contribution and shall be in addition to the off-site facilities fees. 

(L) Status Reporting Requirements to the Commission: The Company shall submit a 
calendar year off-site facilities fee status report each January 31”‘ to Docket Control for 
the prior twelve (12) month period, beginning January 31, 2014, until the off-site 
facilities fee tariff is no longer in effect. This status report shall contain a list of all 
customers that have paid the off-site facilities fee, the amount each has paid, the 
physical location/address of the property in respect of which such fee was paid, the 
amount of money spent from the account, the amount of interest earned on the funds 
within the tariff account, and a list of all facilities (by system location) that have been 
installed with the tariff funds during the twelve (12) month period. 

I Page 4 of 4 
I 

c ~USERS~WVANCLEVEUPPDATAUOCAL~ICROSO~WINDOWS\TEMPORARY Internel Ftles\Content OullookUcLSL812P\OSFF-VV SETTLEMENT - FINAL (2). docx 
JDH HAC I 4/15/2013 2 28 PM - - 

~~ 
- ~~~ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

BOB STUMP - CHAIRMAN 
SARY PIERCE 
BRENDA BURNS 
BOB BURNS 
SUSAN BITTER SMITH 

[N THE MATTER OF THE APPLICATION OF 
4RIZONA WATER COMPANY, AN ARIZONA 
ZORPORATION, FOR A DETERMINATION 
3F THE FAIR VALUE OF ITS UTILITY 
PL.4NT AND PROPERTY AND FOR 
4DJUSTMENTS TO ITS RATES AND 
ClHARGES FOR UTILITY SERVICE 
FURNISHED BY ITS NORTHERN GROUP 
4ND FOR CERTAIN RELATED APPROVALS. 

DOCKET NO. W-O1445A-12-0348 

JOINT NOTICE OF FILING 
OF TABLE 1 BY STAFF AND 

ARIZONA WATER COMPANY 

Pursuant to the Settlement Agreement entered into by Arizona Water Company (“AWC”) and 

:he Utilities Division (“Staff ’) (collectively “Signatory Parties”), the Signatory Parties agreed that the 

:ems and condition of the SIB Settlement entered into in Docket No. W-01445A-11-0310, as is 

iltimately approved by the Commission, shall be applicable to AWC’s Navajo (Lakeside, Pinetop 

Lakes, Overgaard and Forest Towne) and Verde Valley (Sedona, Valley Vista, Pinewood, and 

Rimrock) public water systems in this matter. As required by the “SIB Settlement” that is attached as 

Exhibit 1 of the Settlement Agreement in the above-captioned matter, AWC prepared Table 1 of SIB 

:ligible projects for the Verde Valley (Pinewood, Rimrock, and Sedona) and Navajo (Pinetop Lakes, 

md Overgaard) public water systems. Staff reviewed, and agrees with contents set forth in Table 1. 

Staff and AWC hereby jointly file Table 1 for these systems. 

RESPECTFULLY SUBMITTED this 

Matthew Laudone 
Attorneys, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-3402 
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Original and thirteen (13) copies of 
the foregoing filed this 8th day of 

Mav ,2013, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoing mailed this 
8th day of May ,2013, to: 

William M. Garfield, President and 
Chief Operating Officer 

ARIZONA WATER CO. 
P.O. Box 29006 
Phoenix, Arizona 85038-9006 

Steven A. Hirsch 
Stanley B. Lutz 
BRYAN CAVE, LLP 
Two North Central Avenue, Suite 2200 
Phoenix, Arizona 85004-4406 

Daniel W. Pozefsky 
Chief Counsel 
Residential Utility Consumer Office 
1 110 W. Washington Street, Suite 220 
Phoenix, Arizona 85007 
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COMMISSIONERS 

Bob Stump - Chairman 

Brenda Burns 

- ,-- ".T ft;, 

Gary Pierce 

Bob Burns 
2013 APR 2b p 3 3' 

Susan Bitter Smith 

BEFORE THE ARIZONA CORPORATION COMMISSION 

[N THE MATTER OF THE APPLICATION 
OF ARIZONA WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANT AND 
PROPERTY, AND FOR ADJUSTMENTS 

UTILITY SERVICE FURNISHED BY ITS 
NORTHERN GROUP AND FOR CERTAIN 
RELATED APPROVALS. 

ro ITS RATES AND CHARGES FOR 

DOCKET NO. W-O1445A-12-0348 

NOTICE OF FILING RESPONSIVE 
TESTIMONY OF JOEL M. REIKER IN 
SUPPORT OF SETTLEMENT 
AGREEMENT 

Applicant, Arizona Water Company, hereby files the Responsive Testimony of Joel M. 

Teiker in the above-capioned docket. 

DATED this 26th day of April, 201 3. 

ARIZONA WATER COMPANY 

VATECASE'COII NORTHERN OROUPWElTLEMENTWOF R E I E R  RESPWSWE TESTIMONY M I 3  DOCX 
HAC I 4mr2m3223 PM 

ice President - Rates and Revenue 
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ARIZONA WA TER COMPANY 

Testimony of 

Joel M. Reiker 

Introduction 

PLEASE STATE YOUR NAME, EMPLOYER AND TITLE. 

My name is Joel M. Reiker. I am employed by Arizona Water Company (the 

"Company") as Vice President - Rates and Revenue. 

ARE YOU THE SAME JOEL M. REIKER THAT PREVIOUSLY PROVIDED 

DIRECT TESTIMONY IN THIS PROCEEDING? 

Yes. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is to support the proposed Settlement Agreement 

between the Company and the Arizona Corporation Commission Utilities Division 

("Staff) (collectively referred to as "Signatory Parties") filed on April 15, 2013, in 

this proceeding. In supporting the proposed Settlement Agreement, I discuss the 

settlement process, as well as the terms of the Settlement Agreement and the 

public interest. I also sponsor the schedules and exhibits attached to the 

proposed Settlement Agreement. 

Settlement Process 

PLEASE PROVIDE A SUMMARY OF THE PROCEEDINGS LEADING UP THE 

SETTLEMENT. 

On August 1, 2012, the Company filed an application requesting adjustments tc 

its rates and charges for utility service provided by its Northern Group of watei 

systems. The Company's Northern Group includes its Navajo (Lakeside and 

Overgaard) and Verde Valley (Sedona, Pinewood and Rimrock) water systems 

In its application, the Company requested an increase in revenues of $2,829,777 

or approximately 28.0%, over test year revenues. The parties to this proceeding 

U:WATECASNO12 NORTHERN OROUPtSNMENlWEIKER ND SBNemenl Tsstknony F V d o u  
JMR:HAC I4tZW7.013 254  PM 
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include the Company, Staff and the Residential Utility Consumer Office 

(''RUCO''). Following submittal of RUCO's and Staffs direct testimony on 

February 28 and March 5, 201 3, respectively, the Company contacted the parties 

to explore the possibility of settling some or all of the outstanding issues in the 

rate case. Based on the willingness of the parties to explore the possibility of 

settlement, and after coordinating logistics, Staff filed a notice that a formal 

settlement conference would be held at the Commission's offices on or after 

March 19,2013. 

WHICH PARTIES PARTICIPATED IN THE SETTLEMENT CONFERENCE? 

The Company, Staff and RUCO all actively participated in the settlement 

conference held at the Commission on March 19,2013. 

PLEASE DESCRIBE THE SETTLEMENT NEGOTIATIONS. 

The settlement negotiations were open, transparent, and inclusive of all parties, 

with each such party having an equal opportunity to participate and fully express 

their respective positions. There was a genuine desire and commitment on the 

part of all of the parties to find common ground on the issues. 

WHAT WAS THE OUTCOME OF THE SETTLEMENT NEGOTIATIONS? 

As a result of the commitment and the compromises that are inherently part of 

any successful settlement effort, the Company was able to come to an 

agreement on all of the issues with Staff, and most of the issues with RUCO. 

Although RUCO is not a signatory to the Settlement Agreement, the Company 

understands that 'the only issue remaining in dispute between RUCO and the 

Signatory Parties is the authorized rate of return on equity ("ROE"), specifically 

with regard to the potential impacts of (1) the System Improvement Benefits 

("SIB') mechanism, and (2) the compromised, negotiated rate design's 

incorporation of a declining usage adjustment.' Notwithstanding RUCO's 

Although the ROE reflected in the proposed Settlement Agreement already reflects significant 
:ompromise on all issues, including the SIB mechanism and declining usage. 
I UUTECASNO<Z NORTHERN GRCUP'SElTLEMENlX3EIKER NG sbnlment Tesllwny FVdoQ 4 
MR HAC I4nW2013 2.54 PM 
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decision not to sign the proposed Settlement Agreement for these remaining 

reasons, the settlement negotiations produced results that are just and 

reasonable, in the public interest and provide benefits to all parties. The 

Commission's approval of the proposed Settlement Agreement will further serve 

the public interest by allowing the parties to this proceeding to avoid additional 

expense and delay associated with continued litigation. 

ARE YOU SPONSORING ANY EXHIBITS IN THIS PROCEEDING? 

Yes. I sponsor the proposed Settlement Agreement filed on April 15, 2013, in 

this proceeding and its associated schedules and exhibits. 

ARE YOU SPONSORING ANY OTHER TESTIMONY IN THIS PROCEEDING? 

Yes. In addition to my own direct testimony filed on August 1, 2012, in this 

proceeding, I sponsor the direct testimony of Company witnesses William M. 

Garfield, Joseph D. Harris and Frederick K. Schneider. 

Terms of the Settlement Aareement 

WHAT ARE THE MAJOR TERMS OR PROVISIONS OF THE SETTLEMENT 

AGREEMENT? 

The following terms are contained in the proposed Settlement Agreement. 

The Settlement Agreement reflects a capital structure consisting of 

48.9% long-term debt and 51 . I  % equity. 

The Settlement Agreement reflects a cost of long-term debt of 6.82%. 

The Settlement Agreement reflects a compromised authorized ROE 

of 10.0%. In arriving at the negotiated ROE, the Signatory Parties 

weighed and took into account all other factors incorporated into the 

Settlement Agreement, including but not limited to the System 

Improvement Benefits ("SIB") mechanism and declining usage 

adjustment, both of which are discussed below. 

The Settlement Agreement reflects an overall weighted average cost 

of capital of 8.44%. 
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The Settlement Agreement reflects an increase in annual revenues of 

$2,240,329, or 21.8%, for an annual revenue requirement of 

$1 2,496,939. 

The Settlement Agreement reflects a fair value rate base, which is 

based on the original cost of the Company's assets devoted to public 

service in its Northern Group, less depreciation, of $36,045,295. 

The Settlement Agreement provides for the full consolidation of the 

Verde Valley system by means of a single general service rate 

across the Sedona, Pinewood and Rimrock systems. 

The Settlement Agreement reflects a residential and commercial 

declining usage adjustment of 5%. 

The Settlement Agreement provides for the deferral of costs 

associated with implementing and performing additional Best 

Management Practices for recovery in a future general rate case. 

The Settlement Agreement provides for the implementation of an Off- 

Site Facilities Fee tariff in the Sedona and Valley Vista public water 

systems. 

The Settlement Agreement provides for the implementation of a SIB 

mechanism for the Northern Group in the form ultimately approved by 

the Commission in Docket No. 11-0310. 

The Settlement Agreement provides for the filing of future arsenic 

cost recovery mechanism surcharges for both the Navajo and Verde 

Valley systems. 

The Settlement Agreement rates will become effective on the date 

specified in the Commission decision in this matter. 

The parties to the Settlement Agreement would expeditiously take 

any and all steps reasonably necessary to complete the Settlement 

Agreement and obtain Commission approval of the material terms of 

LWATECASNWZ NORTHERN GROUP\SE17LEMENNIEIKER NG SeNsmcnt Tutlmony W.dau 
MR:HAC I412812013 2% PM 
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the Settlement Agreement so that the Commission may adopt and 

implement its provisions at the earliest possible date, and fully 

support and defend all of the terms of the Settlement Agreement. 

Settlement Aqreement Schedules and Exhibits 

WHAT SCHEDULES ARE ATTACHED TO THE AGREEMENT? 

The Settlement Schedules consist of the following standard rate case filing 

schedules required by the Commission for Class A utilities pursuant to Arizona 

Administrative Code R14-2-103.6: 

A-I 

B-I 

8-2 

8-2 Appendix 

B-5 

B-5 Appendix 

e-I 
c-2 

C-2 Appendix 

c-3 

D-1 

H-3 

H-4 

Computation of Increase in Gross Revenue Requirement 

Summary of Original Cost Rate Base 

Original Cost Rate Base Pro Forma Adjustments 

Detail of Original Cost Rate Base Pro Forma Adjustments 

Computation of Working Capital 

Computation of Working Cash Requirement 

Adjusted Test Year Income Statement 

Income Statement Pro Forma Adjustments 

Detail of Income Statement Pro Forma Adjustments 

Computation of Gross Revenue Conversion Factor 

Summary Cost of Capital 

Changes in Representative Rate Schedules 

Typical Bill Analysis 

These standard filing schedules reflect the settlement position of the 

Signatory Parties regarding the Company's revenue requirement and the specific 

rates and charges designed to produce such revenue. Where appropriate, the 

Schedules provide the Company's original position, as set forth in its application, 

and the specific adjustments applied to arrive at the settlement position. 
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HAS THE COMPANY PREPARED AND ATTACHED REVISED TARIFF 

SHEETS REFLECTING THE RATES AND CHARGES SET FORTH IN THE 

AGREEMENT? 

No. Tariff sheets are typically prepared by the utility and filed in the docket only 

after the Commission issues an order approving new rates. Accordingly, the 

Company will promptly file revised tariffs reflecting the rates approved by the 

Commission after an order is issued in this proceeding. As stated above, the 

Parties' proposed rates and charges are set forth in Schedule H-3 to the 

Agreement. 

WHAT EXHIBITS ARE ATTACHED TO THE AGREEMENT? 

Exhibit 1 to the Settlement Agreement in this proceeding is the settlement 

agreement docketed on April 1, 2013, in Phase 2 of Docket No. 11-0310 

regarding distribution system improvement charges (I'DSICII) and DSIC-like 

mechanisms (IlSlB Settlement Agreement"). The Signatory Parties agree that 

the terms and conditions of the SIB Settlement Agreement, as ultimately 

approved by the Commission in Docket 11-0310, shall be applicable to the 

Company's Northern Group. The specific SIB-eligible projects contemplated by 

the Company are summarized in Exhibit FSK-19 to Mr. Schneider's direct 

testimony filed on August 1, 2012, in this proceeding. Pursuant to Section 2.4 of 

the SIB Settlement Agreement, the Company has prepared a listing of such 

projects and their estimated costs in the form of SIB Plant Table I for Staffs 

review. This table will be docketed prior to the commencement of hearings in 

this proceeding. 

Exhibit 2 to the Settlement Agreement is the tariff schedule for the Off-Site 

Facilities Fee applicable to the Sedona and Valley Vista public water systems. 

As detailed in Section 7.1 of the Settlement Agreement, the Signatory Parties 

agree that an off-site facilities fee is appropriate for such systems. The purpose 

of this fee is to more appropriately assign the costs of constructing additional off- 

I:\RATECASR2012 NORTHERN GROUF?SElll.EMENlWEIKER NO SetllemeW TeOtimony FKdocx 
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site facilities necessary to provide water production, treatment, delivery, storage 

and pressure to new customers whose incremental demand makes these 

additional facilities necessary. Specific language in this tariff schedule was 

negotiated by the Signatory Parties. 

Public Interest 

PLEASE EXPLAIN WHY THE COMMISSION'S APPROVAL OF THE 

SETTLEMENT AGREEMENT RESULTS IN RATES, CHARGES AND 

CONDITIONS OF SERVICE THAT ARE JUST AND REASONABLE AND IN THE 

PUBLIC INTEREST. 

As explained in Section Ill of my pre-filed direct testimony filed on August 1, 

2012, in this proceeding, in the context of public utility regulation, a fair and 

reasonable rate, in the aggregate, is one that provides the utility an opportunity to 

recover no less, and no more, than its cost of providing service to the public, 

including the cost of capital deployed to provide such service. The proposed 

Settlement Agreement provides an opportunity for the Company to recover such 

costs in its Northern Group over the time period that new rates will be in effect, 

and is therefore in the public interest. Additionally, the Settlement Agreement 

provides for the partial recovery of known and measurable costs associated with 

qualifying infrastructure replacement projects and arsenic removal facilities 

pursuant to the SIB mechanism and ACRM. Finally, by providing for the 

implementation of an Off-Site Facilities Fee, the Settlement Agreement 

appropriately assigns the costs of constructing additional off-site facilities 

necessary to provide water production, treatment, delivery, storage and pressure 

to new customers whose incremental demand makes these additional facilities 

necessary. 

DOES THAT CONCLUDE YOUR TESTIMONY IN SUPPORT OF THE 

AGREEMENT? 

Yes. 

J:\RATECASN012 NORTHERN GROUP\SElTLEMENN?UKER NO Se(tlsmenl Testhony F v d o u  
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ARIZONA WATER COMPANY 

Responsive Testimony of 

Joel M. Reiker 

Introduction 

PLEASE STATE YOUR NAME, EMPLOYER AND TITLE. 

My name is Joel M. Reiker. I am employed by Arizona Water Company (the 

"Company") as Vice President - Rates and Revenues. 

ARE YOU THE SAME JOEL M. REIKER THAT PREVIOUSLY PROVIDED 

DIRECT TESTIMONY ON AUGUST 1,2012, AND TESTIMONY IN SUPPORT 

OF THE SETTLEMENT AGREEMENT ON APRIL 26, 2013, IN THIS 

PROCEEDING? 

Yes. 

WHAT IS THE PURPOSE OF YOUR RESPONSIVE TESTIMONY? 

The purpose of my testimony is to respond to the settlement testimony of 

Residential Utility Consumer Office ("RUCO") witness William A. Rigsby filed on 

April 26, 2013, in this proceeding. RUCO has not signed the proposed 

Settlement Agreement between the Company and the Arizona Corporation 

Commission Utilities Division ('Staff I) (collectively referred to as "Signatory 

Parties") filed on April 15, 2013 in this proceeding. 

ARE ANY OTHER COMPANY WITNESSES SPONSORING RESPONSIVE 

TESTIMONY AT THIS STAGE OF THE PROCEEDING? 

Yes. Company witness Pauline M. Ahern responds to Mr. Rigsby's testimony 

concerning the negotiated, compromised return on equity (''ROE'') adopted in the 

proposed Settlement Agreement. 

Response to RUCO 

WHAT DID RUCO LIST AS ITS REASONS FOR NOT SIGNING THE 

PROPOSED SETTLEMENT AGREEMENT? 

3 
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A. According to page 4 (lines 7-10) of Mr. Rigsby's settlement testimony, RUCO 

chose not to sign the proposed Settlement Agreement "because of its concerns 

with the overall rate of return, the [System Improvements Benefits ("SIB")] 

mechanism and a declining usage adjustment." Specifically, RUCO believes the 

proposed Settlement Agreement's adoption of a SIB mechanism and declining 

usage adjustment "shifts risk" from the Company to its customers, according to 

Mr. Rigsby on page 4 (lines 15-18) of his settlement testimony. Notwithstanding 

RUCO's concerns, Mr. Rigsby states on page 4 (line 13) of his settlement 

testimony that the proposed Settlement Agreement "has some good points in 

RUCO's view." 

A. SIB Mechanism 

ON WHAT BASIS DOES RUCO CLAIM THE SIB MECHANISM SHIFTS RISK 

FROM THE COMPANY TO ITS CUSTOMERS? 

According to pages 10 and 11 of Mr. Rigsby's settlement testimony, RUCO 

believes that by reducing the amount of regulatory lag associated with the 

Company's investment in certain qualifying infrastructure replacement projects, 

risk is shifted from the Company to its customers. Additionally, RUCO argues 

that the SIB mechanism "operates on a one way street basis" by providing cost 

recovery to the Company without flowing any cost savings "that might be 

realized" back to the customer as a result of such infrastructure replacements. 

Q. 

A. 

Q. CAN A REGULATOR "SHIFT RISK' TO UTILITY CUSTOMERS BY 

REDUCING REGULATORY LAG, AS RUCO CLAIMS? 

No. Risk is defined in mainstream finance as the uncertainty associated with the 

end-of-period value of an investment in an asset or portfolio of assets.' In other 

words, one must be an investor in an asset in order to have a stake in, and bear 

A. 

any risk associated with, the value of that asset. Contrary to RUCO's position, 

' See Alexander, Sharpe & Bailey. Fundamentals of Investments. 1993. p. 846. 
U.WAECASNo12 Nodhem Gmup\8d(lement\Rs(k~-Resp~~ TestbnOrl-05031 kdoc 
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the reduction in regulatory lag afforded by the SIB mechanism encourages 

investment in the replacement of aging and failing infrastructure. Therefore, the 

only logical result is that the SIB mechanism actually reduces the types of risks 

borne by water utility customers, such as the risk of contamination and service 

interruptions. Company witness Pauline M. Ahern addresses the issue of risk as 

it relates to the cost of equity in greater detail in her responsive testimony. 

TO YOUR KNOWLEDGE, HAS THE COMMISSION EVER INCREASED THE 

AUTHORIZED RETURN ON EQUITY TO ACCOUNT FOR ACTIONS TAKEN 

THAT WOULD INCREASE THE NEGATIVE EFFECTS OF REGULATORY 

LAG? 

No. I am not aware of any case in the last 14 years where the Commission has 

increased the authorized return on equity to account for actions taken, such as 

eliminating an adjuster mechanism, which would increase the negative effects of 

regulatory lag. Likewise, in this proceeding the Commission should not reduce 

the authorized return on equity to account for actions which serve to mitigate the 

negative effects of regulatory lag. 

HOW DO YOU RESPOND TO MR. RIGSBY’S CLAIM ON PAGE 11 (LINES 

14-16) OF HIS SETTLEMENT TESTIMONY THAT UTILITIES BENEFIT FROM 

REGULATORY LAG THROUGH HIGHER EARNINGS? 

Mr. Rigsby espouses a decades-old argument that regulatory lag is good 

because it provides a short time period in which utilities can earn unexpectedly 

high or low profits.* However, Mr. Rigsby’s argument is based on a premise that 

simply doesn’t apply under current circumstances. That premise is the 

assumption that a utility will on average, over the long-term, recover its cost of 

~erv ice .~  As I explained in Section 111 of my direct testimony filed on August 1, 

See Myers, Stewart C. “The Application of Finance Theory to Public Utility Rate Cases.” The Bell Journal of . Spring 1972. pp. 58 - 97. 
This Is also the crftlcal underlying assumption of the National Regulatory Research institute article, “How Should 

tegulators View Cost Trackers?” by Ken Costello, which Mr. Rigsby relies upon to support his testimony. 
.WECASE12012 Nodhem Gmup\SeHlemelrW(slkw_Raspon~n Teslhony-050313doo 
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2012 in this proceeding, one might expect a utility’s actual revenues to fluctuate 

around actual costs in any given year. However, over the long-term, those 

fluctuations should cancel each other out such that, on average, revenues equal 

costs. Unfortunately, the record shows that the Company has under-recovered 

its cost of service in each of the last 16 years. As a result, RUCO cannot claim 

that the Company has benefited from regulatory lag through higher earnings, and 

the record does not support such an argument. Nor can RUCO claim, as Mr. 

Rigsby does on page 15 (lines 13-16) of his testimony, that “there is no reason 

to believe that [the Company] would not be able to ... achieve cost recovery 

absent a SIB mechanism“, when the Company has, in fact, not achieved cost 

recovery absent a SIB mechanism, as evidenced by the following chart prepared 

based on records of the Company’s earnings since 1997: 

l2.m 

4 m  

3997 1- 1999 Moo ZMn 2WZ 2003 2004 2005 2006 2007 2- u)o9 Z o u )  2011 2012 

*rrU&r-Wcm~I$) -ulhairedROll(K) * * * a * *  ArrmlRoR(KI 

As shown in the above chart, the Company has under-recovered its cost 

of providing utility service in each of the last 16 years. The under-recovery for 

each of the years depicted in the above chart represents that portion of the cost 
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of service that was borne by the Company's shareholders - with the cumulative 

total of such burden being over $41 million. 

DOES THE SIB MECHANISM FLOW ANY CURRENT SAVINGS BACK TO 

THE CUSTOMERS, CONTRARY TO RUCO'S CLAIM ON PAGE 10 (LINES 

4-19) OF MR. RIGSBY'S TESTIMONY? 

Yes. The SIB mechanism flows back to customers the efficiency credit which 

equals five percent of SIB revenues. In addition, the SIB mechanism flows back 

to customers depreciation expense savings related to aging and failing 

infrastructure, as well as hypothetical income tax savings related to the use of 

long-term debt to finance replacements. 

HOW DO YOU RESPOND TO MR. RIGSBY'S COMPARISON OF THE SIB 

MECHANISM TO "TYPICAL ADJUSTER MECHANISMS" FOR PURCHASED 

FUEL OR GAS, WHICH FLOW INCREASES AND DECREASES IN COSTS TO 

CUSTOMERS? 

Mr. Rigsby argues that RUCO finds such "typical" adjuster mechanisms to be 

more favorable than the SIB mechanism because they automatically flow back to 

customers both increases and decreases in costs. While RUCO may believe 

such differences make typical expense adjusters more favorable, the fact is that 

both mechanisms are intended to provide for the recovery of only known and 

measurable costs - the only difference being that the SIB mechanism provides 

customers with a five percent efficiency credit that is not directly tied to known 

and measurable savings. In this respect the SIB mechanism is clearly more 

favorable to customers than a "typical" expense adjuster. 

DOES MR. RIGSBY'S CRITICISM APPLY JUST AS EQUALLY TO THE 

TRADITIONAL RATE SETTING PROCESS? 

Yes. Mr. Rigsby's observation that the SIB mechanism doesn't flow to customers 

any operation and maintenance ("O&M") expense savings 'Yhat might occur" 

after the determination of a utility's rate base is a consequence of the traditional 

:VUTECASE\2012 Nodhem Gmup\SattlernenlUIeikerPssponshle Testimony-OSO3.l %doc 
IR: HAGJRC 5/3/2013 102OAM 
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Q. 

9. 

rate setting proce itself and not the SIB mechanism. In other words, the 

regulator can never know what will actually occur after the rate setting process is 

concluded. At least under the SIB mechanism, the Company is required to file a 

subsequent general rate case in which recorded O&M expense savings thal 

occurred subsequent to the replacement of aging infrastructure are taken into 

account. There is no such requirement absent a SIB mechanism. 

IS MR. RIGSBY'S CLAIM, ON PAGE 14 (LINES 1-4) OF HIS TESTIMONY, 

THAT "THE SAME LEVEL OF SCRUTINY THAT OCCURS IN A GENERAL 

RATE CASE PROCEEDING WOULD NOT EXIST" UNDER THE SIB 

MECHANISM CORRECT? 

No. Mr. Rigsby's claim is not correct. The SIB mechanism requires an upfront 

Commission review of detailed engineering support for qualifying infrastructure 

replacement projects prior to their construction - something that doesn't occur in 

a general rate case. Further, as qualifying infrastructure replacement projects 

are completed, the Company will provide Staff and RUCO with 100 percent of the 

contractor invoices supporting such projects - a stark difference from the random 

sampling of invoices audited by Staff during a general rate case. If anything, the 

regulatory review of qualifying infrastructure replacements is more rigorous under 

the SIB mechanism. 

B. Declininq Usage Adjustment 

WHAT BASIS DOES RUCO PROVIDE TO SUPPORT ITS CLAIM THAT THE 

FIVE PERCENT RESIDENTIAL AND COMMERCIAL DECLINING USAGE 

ADJUSTMENT ADOPTED IN THE PROPOSED SETTLEMENT AGREEMENT 

SHIFTS RISK FROM THE COMPANY TO ITS CUSTOMERS? 

Mr. Rigsby offers no basis for RUCO's argument that the Settlement Agreement's 

adoption of a declining usage adjustment shifts risk to customers other than to 

make the sweeping and conclusory statement, on page 20 (lines 16-19) of his 

testimony, that 'I.. .the declining usage adjustment shift[s] risk from AWC onto the 
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Company’s ratepayers in the form of ... higher rates than what the actual test year 

billing determinants would produce.” Mr. Rigsby’s testimony does not even 

address the issue of risk, and is simply a criticism applicable to any pro forma 

adjustment that has the effect of increasing the utility’s revenue requirement. Pro 

forma adjustments to actual test year results are intended to reflect conditions of 

service that are reasonably expected to prevail during the period that new rates 

are in effect, and RUCO has offered no evidence to support its claim that such 

adjustments “shift risk”. 

IS MR. RIGSBY’S CLAIM ON PAGE 19 (LINES 1-5) OF HIS TESTIMONY 

THAT THE COMMISSION HAS NEVER APPROVED A DECLINING USAGE 

ADJUSTMENT PRIOR TO THIS PROCEEDING CORRECT? 

No. In Docket No. 10-0517, the Commission approved a declining usage 

adjustment to reflect actual declines in usage by industrial customers in the 

Company’s Western Group.4 

HAS THE COMPANY EXPERIENCED ANY ACTUAL POST-TEST YEAR 

DECLINES IN CUSTOMER USAGE IN THIS PROCEEDING? 

Yes. Despite the fact that it was more than twice as dry during the first three 

months of 2013 as it was during the same period during the Test YearI5 the 

Company’s records show that residential and commercial customers in the 

Northern Group reduced their overall per capita usage during this period by 7.35 

percent and 9.7 percent, respectively. This is troubling considering the historical 

correlation between water consumption and climate, which normally would mean 

an increase in per capita water sales during this period. Assuming these actual 

declines continue, the Company will under-recover its total cost of service in the 

’ See Decision No. 73144, dated May 1, 2012, Exhibit B, Schedule C-2 Settlement Appendix, page 5 of 19. 
i As measured by the Palmer Drought Severity Index (“PDSI”) published by the National Oceanic and Atmospheric 
4dministration’s National Climatic Data Center (U.S. Dept. of Commerce). The PDSl is used to assess the severity of 
Iry or wet periods, and ranges from -6 to +6, with negative values denoting dry spells and positive values indicating 
wet spells. During the first three months of 201 1, the PDSl averaged -0.643. During the first three months of 2013, 
he PDSl averaged -1.76. 
I.tRAlECASE12012 Nodham Gmup\Setllmenl\Relker~R~~nslue T~Imony~O50313doc 9 
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Northern Group of $12,496,939, as set forth in Section 2.0 of the proposed 

Settlement Agreement, by $311,051. As I explained in Section VI1 of my direct 

testimony filed on August 1, 2012 in this proceeding, the Company’s residential 

rate design (and consequently, the residential and commercial rate designs set 

forth in the proposed Sefflement Agreement) incorporates an upper-tier 

commodity rate that is set higher than cost. Because a significant portion of the 

Company’s fixed costs are recovered through the volumetric commodity rate, the 

Company forgoes recovery of a portion of such fixed costs as customers reduce 

the amount of water they use. This was illustrated graphically in the chart 

depicting the actual historical decline in annual usage per customer and the level 

of shareholder subsidization, or under-recovery of the cost of service, since 

1997, shown on page 30 of my direct testimony filed on August 1, 2012 in this 

proceeding. That same chart Is updated to reflect 2012 results, below: 

AWZONAWA~COMPYINY 
ANNUALSAUMPERCUSCYI1#ER&SMAREHOU)ORSUB~-leo7To2olz 

150-0 

145.0 . 

t 
14OR 1 

i 
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4. 

9. 

4. 

BASED ON THE FOREGOING DISCUSSION, HOW DO YOU RESPOND TO 

MR. RIGSBY’S STATEMENT ON PAGES 19 (LINES 20-22) AND 20 (LINE 1) 

OF HIS TESTIMONY THAT “RUCO IS NOT CONVINCED THAT ANY 

PROJECTED OR FORECASTED DECLINING USAGE WILL RESULT IN FHE 

COMPANY’S] INABILITY TO EARN ITS AUTHORIZED RETURN”? 

The evidence in this case demonstrates that because of a long-term pervasive 

decline in per customer usage, coupled with regulatory lag, the Company has in 

fact been unable to recover its cost of service. 

ARE DECLINES IN PER CAPITA WATER USAGE EXPECTED TO 

CONTINUE? 

Yes. On page 33 (lines 6-22) of my August 1, 2012 direct testimony in 

this proceeding, I referred to a 2010 research project sponsored by the 

Water Research Foundation and the U.S. Environmental Protection Agency 

(“WRF-EPA Study”).‘ The purpose of the WRF-EPA Study was to examine 

declining trends in household water usage, draw conclusions on the magnitude 

and causes of declining usage, and provide a tool for projecting such usage. The 

WRF-EPA Study found a decline in annual residential usage at the national level 

of 0.44% per year since 1975. The decline was also pervasive at the regional 

level. Additionally, and more importantly for purposes of this proceeding, the 

WRF-EPA Study concluded that residential water usage will continue to decline, 

citing new federal regulations governing water conserving appliances: 

Another factor that will continue to lower residential water 
usage is the recently approved higher water efficiency 
standards for washing machines and dishwashers. Under 
the new legislation, new home dishwashers manufactured 
beginning in 2010 will be prohibited from using more than 
4.5 or 6.5 gallons of water per cycle, depending on machine 
size. Beginning in 2011 all new home clothes washers will 

’ “North America Residential Water Usage Trends Since 1992.” Water Research Foundation. 0 2010. pp. A, xxvii. 
J:\RAlECASN012 Northem G m u p W e m e n l R d k e r - R ~ o ~ e  Te€tImony_M(YJ13.doc 
IMR: H4C:JRC 51312013 1028AM 
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4. 

use at least [sic] 9.5 allons per cycle per cubic foot that the 
clothes washer uses. 9 
.Based on the results of the WRF-EPA Study showing that clothes washers 

represent approximately 21 percent of household indoor water consumptionIt 

and an analysis of the new Federal guidelines estimating a decrease in the 

average number of gallons per load of 35 percentIg one can expect a 7.35 

percent decline in indoor water usage alone in many households. All of these 

facts support the compromised, negotiated declining usage adjustment adopted 

in the proposed Settlement Agreement. 

DOES THAT CONCLUDE YOUR RESPONSIVE TESTIMONY? 

Yes. 

WRF-EPA. pp. xxvii - xxviii, 65 - 77. 

“Declining Residential Water Use Presents Challenges, Opportunities.” Opflow. May 201 1. p. 19. 
WRF-EPA. p. 47. 
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3ob Burns 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

N THE MATTER OF THE APPLICATION 
IF ARIZONA WATER COMPANY, AN 
iRlZONA CORPORATION, FOR A 
IETERMINATION OF THE FAIR VALUE 
I F  ITS UTILITY PLANT AND 
'ROPERTY, AND FOR ADJUSTMENTS 

JTILITY SERVICE FURNISHED BY ITS 
(ORTHERN GROUP AND FOR CERTAIN 
tELATED APPROVALS. 

ro ITS RATES AND CHARGES FOR 

DOCKET NO. W-O1445A-12-0348 

NOTICE OF FILING 
RESPONSIVE TESTIMONIES 

OF JOEL M. REIKER AND 
PAULINE M. AHERN 

Applicant, Arizona Water Company, hereby files the Responsive Testimonies of Joel M. 

teiker and Pauline M. Ahern in the above-captioned docket. 

DATED this 3rd day of May, 2013. 

ARIZONA WATER COMPANY 

W U N A  WATER COMPANY 
Post Office Box 29006 
Phoenix, Arizona 85038-9006 

and 

Steven A. Hirsch (No. 006360) 
Stanley B. Lutz (No. 021 195) 
BRYAN CAVE LLP 
Two North Central Avenue, Suite 2200 
Phoenix, AZ 85004-4406 
Attorneys for Arizona Water Company 
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Docket Control Division 
Arizona Corporation Commission 
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COPIES of the foregoing hand-delivered 
this 3rd day of May, 2013, to: 

Janice Alward 
Chief Counsel, Legal Division 
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1200 West Washington Street 
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Zrector, Utilities Division 
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EXECUTIVE SUMMARY 

The responsive testimony of Pauline M. Ahern addresses the following issues: 

Svstem Improvement Benefits ("SIB") Mechanism - Ms. Ahern concludes that 

Residential Utility Consumer Office ("RUCO') witness William A. Rigsby is incorrect that 

the SIB mechanism shifts risk from Arizona Water Company ("'AWC'' or "the Company") 

to customers and requires a reduction in the negotiated, compromised 10.00% return on 

common equity adopted in the proposed Settlement Agreement. Ms. Ahern testifies 

that the regulatory lag that will be mitigated, but not eliminated, by the SIB mechanism 

results in greater risk because the Company's ability to earn its authorized rate of return 

could be permanently impaired. Mitigation of regulatory lag will improve the capital 

attractiveness of the Company, improve service quality and reliability and provide for 

more moderate, gradual rate increases, thereby avoiding rate shock. Ms. Ahern also 

provides empirical evidence that RUCO's perceived reduction in risk due to the SIB is 

not reflected in the volatility of equity risk premiums or beta, two standard measures of 

risk. 

5% Declinina Usage Adiustment - Ms. Ahern concludes that contrary to RUCO's claims, 

the residential and commercial declining usage adjustment adopted in the proposed 

Settlement Agreement does not shift risk from Arizona Water Company to Customers, 

and therefore a reduction in the negotiated, compromised 10.00% return on common 

equity adopted in the proposed Settlement Agreement is not warranted. Such a 

declining usage adjustment is merely a pro forma adjustment to reflect conditions that 

are expected to prevail during the time new rates are in place, and not a risk factor. 

UU7ATECASN012 Norlhsrn Gmup\Senlemenl~ern_ResponsNe Tes(lmony~O50313,doo 
JMR::JRC 5/3/2013 1:WPM 
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1. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

II. 

Q. 

A. 

ARIZONA WATER COMPANY 

Responsive Testimony of 

Pauline M. Ahern 

Introduction 

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS. 

My name is Pauline M. Ahern. I am a Principal of AUS Consultants. My business 

address is 155 Gaither Drive, Suite A, Mt. Laurel, New Jersey 08054. 

ARE YOU THE SAME PAULINE M. AHERN WHO PROVIDED DIRECT 

TESTIMONY IN THIS PROCEEDING? 

Yes. 

HAVE YOU PREPARED ANY EXHIBITS THAT SUPPORT YOUR 

RESPONSIVE TESTIMONY? 

Yes. They are attached hereto as Exhibits PMA-18 through PMA-20.' 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

My responsive testimony addresses the settlement testimony of William A. 

Rigsby on behalf of the Residential Utility Consumer Office (''RUCO''). 

Surnmarv 

PLEASE SUMMARIZE YOUR RESPONSIVE TESTIMONY. 

My responsive testimony addresses Mr. Rigsby's assertion that risk is shifted to 

customers because of the System Improvement Benefits ("SIB') mechanism and 

the 5% declining usage adjustment adopted in the proposed Settlement 

Agreement between Arizona Water Company ("AWC") and the Arizona 

Corporation Commission's ("ACC" or "the Commission") Utilities Division 

("Staff'), filed on April 15, 2013 in this proceeding. My testimony also addresses 

' Exhibits PMA-1 through PMA-17 are attached to the direct testimony of Pauline M. Ahern filed on 
9ugust 1, 2012, in this proceeding. 

4 i 
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4. 

Mr. Rigsby's recommendation that the negotiated, compromised 10.00% return 

on equity adopted in the proposed Settlement Agreement be reduced by 0.50% 

(50 basis points) to reflect a reduction in investor perceived risk due to the SIB 

mechanism and the 5% declining usage adjustment. 

Svstem Improvement Benefits ("SIB") Mechanism 

ON PAGE I O ,  LINE 4 THROUGH PAGE 11, LINE 16 OF HIS SETTLEMENT 

TESTIMONY, MR. RIGSBY DISCUSSES WHY HE BELIEVES THE AGREED 

UPON SIB MECHANISM SHIFTS RISK FROM THE COMPANY TO 

CUSTOMERS. DO YOU AGREE? 

No. Mr. Rigsby's argument for the shifting of risk from the Company to its 

customers is based on the reduction in regulatory lag which may occur once the 

SIB mechanism is in place. In reality, the existence of regulatory lag can 

increase the risk to both the Company and its customers. As I discussed on 

page 49, line 8 through page 61, line 5 of my direct testimony, regulatory lag 

occurs during the time between the incurrence of a utility capital expenditure or 

expense and the time when the utility can begin to earn a return on and of that 

capital or recover that expense. Such a lag can result in the permanent 

impairment of the utility's ability to earn its authorized rate of return, resulting in 

greater risk. Partial mitigation of regulatory lag through the adoption of the SIB 

mechanism will improve AWC's capital attractiveness, service quality and 

reliability. The SIB mechanism will also provide for more moderate, gradual rate 

increases, which will inure to the benefit of the Company's customers rather than 

result in a shifting of risk, as RUCO claims. 

In addition, because the SIB mechanism reflects the time value of money, 

qualifying infrastructure replacements will be made in a smooth pattern until the 

Company's next general rate case, as opposed to all at once (or during a very 

shod period) at a future time without the SIB mechanism. Given the nature of 

inflation, this means that such infrastructure replacements will ultimately cost less 

\RATEcAsNoIZ NorUlsm Gmup\Senlemenl~hem-R~ponsive Teslimony-OSOB1 &doc 
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under the SIB mechanism. Thus, absence of a SIB mechanism would actually 

increase the risk to the customer because regulatory lag would not be mitigated 

and would ultimately cost more to the customer, resulting in higher rates and rate 

shock. 

Also, it is clear that RUCO's views conflict with Staffs position that the 

adoption of the SIB mechanism does not shift risk from the Company to its 

customers. As Staff witness Steven M. Olea, Director of the Commission's 

Utilities Division, states in his testimony in support of the Settlement Agreement: 

[I]n Staffs opinion, the Agreement is fair, balanced, and in 
the public interest. 

* * *  

As I stated earlier, it allows AWC to provide proper, 
adequate, safe and reliable water service at just, fair and 
reasonable rates. This balances both the interest of AWC's 
ratepayers and AWC's investors. 

* * *  
The primary goal of Staff in this matter, as in all rate 
proceedings before the Commission, is to protect the public 
interest by making recommendations that are just, fair and 
reasonable for both the ratepayers and the Company. Staff 
believes it has accomplished this objective by reviewing the 
facts presented and making the appropriate 
recommendations to the Commission for its consideration. 
Staff believes that the proposed settlement balances the 
interest of AWC and its ratepayers, by ensuring that the 
Company will have the tools and financial health to provide 
safe, adequate and reliable service, while complying with 
Commission requirements at just and reasonable rates. 

Mr. Olea's testimony is consistent with page 67, line 25 through page 68, 

line 4 of my direct testimony, where I stated: "...mechanisms such as the 

Company's proposed [distribution system improvement charge] enhance the 

reliability and quality of water service through more timely improvements to 

infrastructure, which directly benefits customers. Such mechanisms also help to 

.RAIECASE!2012 Northern Graup\SetllemenlWlem_Respansive Tesllmony-050313 doc 6 
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4. 

3. 

lower operating costs in, the long-term, as the amount of lost water is reduced b l  

replacing antiquated infrastructure. Also, these mechanisms help alleviate rate 

shock through more gradual, smaller, regularly timed increases rather than large 

increases occurring at longer intervals." 

PLEASE COMMENT UPON MR. RIGSBY'S REFERENCE ON PAGE 11, LINES 

8-16 OF HIS TESTIMONY TO THE REPORT AUTHORED BY KEN 

COSTELLO OF THE NATIONAL REGULATORY RESEARCH INSTITUTE. 

Mr. Rigsby's reference is misplaced. The SIB mechanism, which allows for the 

partial recovery on and of investment in qualifying infrastructure replacements 

between rate cases, is not the same as the cost trackers discussed by Mr. 

Costello. As Mr. Costello states on page I of the report: "A cost tracker allows a 

utility to recover its actual costs from customers for a specified function on a 

periodical basis outside of a rate case." The only similarity between cost trackers 

and the SIB mechanism is the ability of the utility to recover costs on a periodical 

basis outside of a rate case. However, the costs that are usually subject to a 

cost tracker are routine operating expenses and not capital expenditures. 

Routine utility operating expenses are subject to volatility between rate cases 

and may not match the projected or allowed costs recognized in a rate case's 

final decision. Infrastructure replacement costs are investments which must be 

made, sooner or later, by the Company to insure the continued reliability and 

quality of service to its customers. The SIB mechanism allows the Company to 

invest in qualifying infrastructure replacements and begin to recover a portion of 

the associated costs on an ongoing basis between rate cases. Because the 

investments are made periodically and not "bunched" up just prior to the filing of 

a general rate case, their overall cost is reduced, as well as the potential for rate 

shock. 

MR. RIGSBY STATES ON PAGE 20, LINES 14-16 OF HIS SETTLEMENT 

TESTIMONY THAT THE ALLOWED COST OF COMMON EQUITY "SHOULD 

:RATECASE2012 Norihm Gmup\SeHl~enlV\hem_Rssponsi~e Testimony-05031 3.doc 
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4. 

2. 

\. 

BE LOWER BECAUSE OF THE ADOPTION OF THE SIB MECHANISM," AND 

HE PROCEEDS TO RECOMMEND, ON PAGE 22, LINES 1-10, A 0.50% (5(1 

BASIS POINTS) DOWNWARD RISK ADJUSTMENT. DO YOU AGREE WITH 

MR. RIGSBY'S PROPOSED ADJUSTMENT? 

No. Mr. Rigsby has provided no empirical evidence to support his proposed 

downward risk adjustment or that investors even perceive a reduction in risk, and 

hence a reduction in their required return on common equity, as a result of such 

mechanisms. In fact, because the SIB surcharge is capped at 5% of the allowed 

revenue requirement, any reduction in the volatility of revenues, earnings and 

cash flow, and hence risk, is likely to be very small, if at all. Also, because there 

are many factors which affect the Company's expenses during the time in which 

rates will be in effect, there is no reason to conclude that such a small change in 

revenue volatility will translate into an equivalent reduction in the volatility of 

earnings and cash flows, and hence, risk. 

ARE YOU AWARE OF ANY EMPIRICAL STUDIES SHOWING THAT SUCH 

REVENUE VOLATILITY REDUCTION MECHANISMS HAVE LITTLE TO NO 

IMPACT ON INVESTORS' PERCEIVED RISK, AND HENCE THEIR REQUIRED 

RETURN? 

Yes. I am aware of two recent empirical studies showing that such mechanisms 

have no statistically significant impact on investor perceived risk, which is 

reflected in the market data upon which all witnesses in this proceeding have 

based their recommended returns on common equity. The first study,' by AUS 

Consultants and Rutgers University - School of Business, Camden, studied the 

expected equity risk premium, the expected volatility of the equity risk premium, 

and beta before and after the date revenue decoupling went into effect. The 

"Decoupling: Impact on the Risk and Cost of Common Equity of Public Utility Stocks", Pauline M. 
Ahern, CRRA, Dylan W. D'Ascendis, CRRA (AUS Consultants) and Richard A. Michelfelder, 
Ph.D. (Rutgers Universi!! - School of Business, Camden), before the Society of Utility Regulatory 
& Financial Analysts' 45 Financial Forum, April 18, 201 3. 
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results of that study show that there is no statistically significant difference in the 

expected equity risk premium, the volatility of the equity risk premium, or betas 

pre- and post-decoupling. (See Exhibit PMA-18) The second study, by The 

Brattle Group, also examined the effect of revenue decoupling on the cost 01 

capital. The authors of that study found that decoupling has no effect on the 

volatility of costs, stating that they found “no empirical, statistical evidence thal 

decoupling reduces the cost of capital, for the natural gas LDC industry. If the 

results for the natural gas distribution industry are indicative for the water and 

electric industries, it is likely that decoupling does not reduce the cost of capital in 

those industries either.If3 Therefore, if decoupling mechanisms that are intended 

to reduce the volatility of a utility’s revenues have no measurable impact on 

investors’ perceived risk, it follows that the SIB mechanism likewise has no 

impact on risk. 

WAS MR. RIGSBY ABLE TO PROVIDE ANY EVIDENCE OF REGULATORS 

REDUCING THE RETURN ON COMMON EQUITY AS A RESULT OF AN 

INFRASTRUCTURE REPLACEMENT SURCHARGE? 

No. As shown on Exhibit PMA-15 of my direct testimony, the National 

Association of Water Companies reports that eleven (11) states have SIB-like 

mechanisms in place. To the best of my knowledge and throughout my 

experience as a rate of return expert for the last twenty-five (25) years, I have 

never seen a regulatory commission reduce the allowed return on common 

equity due to the adoption of an infrastructure replacement surcharge 

mechanism. 

In addition, as noted on page 15, lines 9-23 of my direct testimony, the 

Board of Directors of the National Association of Regulatory Utility 

“An Empirical Study of Impact of Decoupling on Cost of Capital,” Michael J. Vilbert, Ph.D., The 
Brattle Group, before the Society of Utility Regulatory & Financial Analysts’ 45‘h Financial Forum, 
April 18,2013. 
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~ 

IV. 

Q. 

A. 

W. 

Q. 

A. 

Commissioners (''NARUC'') adopted a resolution in July 2005 (See Exhibit PMA 

20) identifying distribution system improvement charges as a mechanism "to helr 

ensure sustainable practices in promoting needed capital investment and cost, 

effective rates," coupled with a 'Yair return on capital invesfment. " The resolutior 

makes no mention of a need to reduce the return on equity because of the 

existence of a distribution system improvement charge. 

Company witness Mr. Reiker addresses the SIB mechanism in furthei 

detail in his responsive testimony. 

5% Declinina Usane Adiustment 

MR. RIGSBY STATES ON PAGE 20, LINES 14-19 OF HIS TESTIMONY THAl 

THE DECLINING USAGE ADJUSTMENT SHIFTS RISK FROM THE 

COMPANY TO ITS CUSTOMERS, AND THE ALLOWED COST OF COMMON 

EQUITY SHOULD BE LOWER BECAUSE OF THE ADOPTION OF SUCH A 

DECLINING USAGE ADJUSTMENT. DO YOU AGREE? 

No. As discussed in Company Witness Mr. Reiker's responsive testimony, the 

declining usage adjustment is no different than any other type of pro forma 

adjustment intended to reflect conditions of service that are reasonably expected 

to prevail during the time new rates are in effect. Therefore, there is no shifting 

of risk from the Company to its customers and no reduction to the common 

equity cost rate is warranted. 

Final Comments 

DO YOU HAVE ANY FINAL COMMENTS? 

Yes. Although the SI6 mechanism and the declining usage adjustment have no 

measurable effect on investors' perception of risk and, hence, the required return 

on common equity, the Company's requested return on common equity, which 

was based upon my market-based rate of return analysis, was 11.30%. The 

compromised 10.00% return on equity adopted in the proposed Settlement 

Agreement is the result of a negotiated settlement which takes into account all 

J:\RAECASNOiZ Nodhem Gmup~ettiemenlWlem_Responslve Teslimony-050313.dm 
IMFkJRC 51312013 1:48 PM 
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other aspects of the negotiations. Therefore, the Company has, in effect, alread! 

agreed to a 1.30% (130 basis points) reduction in its requested, and we1 

supported, 11.30% return on common equity. 

In view of all of the above, there is no justification to further reduce the 

compromised 10.00% return on equity adopted in the proposed Settlemen 

Agreement to reflect either the SIB mechanism or the declining usage 

adjustment. 

DOES THAT CONCLUDE YOUR RESPONSIVE TESTIMONY? 

Yes. 
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Resolution Supporting Consideration of Regulatory Policies Deemed as “Best Practices” 

WHEREAS, A number of innovative regulatory policies and mechanisms have been implemented 
by public utility commissions throughout the United States which have contributed to the ability of 
the water industry to effectively meet water quality and infrastructure challenges; and 

WHEREAS, The capacity of such policies and mechanism to facilitate resolution of these 
challenges in appropriate circumstances supports identification of such policies and mechanisms as 
“best practices”; and 

WHEREAS, During a recent educational dialogue, the “2005 NAWC Water Policy Forum,” held 
among representatives from the water industry, State economic regulators, and State and federal 
drinking water program administrators, participants discussed (consensus was not sought nor 
determined) and identified over 30 innovative policies and mechanisms that have been summarized 
in a report of the Forum to be available on the website of the Committee on Water at 
www.naruc.org; and 

WHEREAS, As public utility commissions continue to grapple with finding solutions to meet the 
myriad water and wastewater industry challenges, the Committee on Water hereby acknowledges 
the Forum’s Summary Report as a starting point in a commission’s review of available and proven 
regulatory mechanisms whenever additional regulatory policies and mechanisms are being 
considered; and 

WHEREAS, To meet the challenges of the water and wastewater industry which may face a 
combined capital investment requirement nearing one trillion dollars over a 20-year period, the 
following policies and mechanisms were identified to help ensure sustainable practices in 
promoting needed capital investment and cost-effective rates: a) the use of prospectively relevant 
test years; b) the distribution system improvement charge; c) construction work in progress; d) pass- 
through adjustments; e) staff-assisted rate cases; f )  consolidation to achieve economies of scale; g) 
acquisition adjustment policies to promote consolidation and elimination of non-viable systems; h) 
a streamlined rate case process; i) mediation and settlement procedures; j) defined timeframes for 
rate cases; k) integrated water resource management; 1) a fair return on capital investment; and m) 
improved communications with ratepayers and stakeholders; and 

WHEREAS, Due to the massive capital investment required to meet current and future water 
quality and infrastructure requirements, adequately adjusting allowed equity returns to recognize 
industry risk in order to provide a fair return on invested capital was recognized as crucial; and 

WHEREAS, In light of the possibility that rate increases necessary to remediate aging 
infrastructure to comply with increasing water quality standards could aversely affect the 
affordability of water service to some customers, the following were identified as best practices to 
address these concerns: a) rate case phase-ins; b) innovative payment arrangements; e) allowing the 
consolidation of rates (“Single Tariff Pricing”) of a multi-divisional water utility to spread capital 
costs over a larger base of customers; and d) targeted customer assistance programs; and 

WHEREAS, Small water company viability issues continue to be a challenge for regulators, 
drinking water program administrators and the water industry; best practices identified by Forum 
participants include: a) stakeholder collaboration; b) a memoranda of understanding among relevant 
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State agencies and health departments; c) condemnation and receivership authority; and d) capacity 
development planning; and 

WHEREAS, The U.S. Environmental Protection Agency’s “Four-Pillar Approach” was discussed 
as yet another best practice essential for water and wastewater systems to sustain a robust and 
sustainable infrastructure to comprehensively ensure safe drinking water and clean wastewater, 
including: a) better management at the local or facility level; b) fill-cost pricing; c) water efficiency 
or water conservation; and d) adopting the watershed approach, all of which economic regulators 
can help promote; and 

WHEREAS, State drinking water program administrators emphasized the following mechanisms 
which Forum participants identified as 6est practices: a) active and effective security programs; b) 
interagency coordination to assist with new water quality regulation development and 
implementation, such as a memorandum of understanding; c) expanded technical assistance for 
small water systems; d) data system modernization to improve data reliability; e) effective 
administration and oversight of the Drinking Water State Revolving Fund to maximize 
infrastructure remediation, along with permitting investor owned water companies access in all 
States; 0 the move from source water assessment to actual protection; andg) providing State 
drinking water programs with adequate resources to carry out their mandates; now therefore be it 

RESOLVED, That the National Association of Regulatory Utility Commissioners (NARUC), 
convened in its July 2005 Summer Meetings in Austin, Texas, conceptually supports review and 
consideration of the innovative regulatory policies and practices identified herein as “best 
practices;” and be it further 

RESOLVED, That NARUC recommends that economic regulators consider and adopt as many as 
appropriate of the regulatory mechanisms identified herein as best practices; and be it further 

RESOLVED, That the Committee on Water stands ready to assist economic regulators with 
implementation of any of the best practices set forth within this Resolution. 

Sponsored by the Committee on Water 
Adopted by the NARUC Board of Directors July 27, 2005 

A 
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